
 
 

 

 

 

 

 

Single Audit Report 

Fiscal Years Ended June 30, 2014 and 2013 

 

 

 

 

 

 

 

 

Prepared by the Office of the State Auditor 

Robert R. Peterson, State Auditor 

 

 

State Of North Dakota 



PAGE

Independent Auditor's Report on Internal Control over Financial Reporting 1
and on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards

Independent Auditor's Report on Compliance with Requirements That Could 4
Have a Direct and Material Effect on Each Major Program and on Internal
Control Over Compliance in Accordance with OMB Circular A-133

Schedule of Expenditures of Federal Awards 9

Notes to the Schedule of Expenditures of Federal Awards 59

Index of Schedule of Findings and Questioned Costs 69

   Section I.   Summary of Auditor's Results 72
   Section II.  Financial Statement Findings 75
   Section III. Findings and Questioned Costs for Federal Awards 82

Summary Schedule of Prior Audit Findings 135

North Dakota State Agencies (with Acronyms) 167

TABLE OF CONTENTS

STATE OF NORTH DAKOTA

For the Fiscal Years Ended June 30, 2014 and 2013

SINGLE AUDIT



STATE AUDITOR 
ROBERT R. PETERSON 

Phone (701)328-2241 
Fax (701)328-1406 
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BISMARCK, NORTH DAKOTA 58505

 

 
 
 
 
 
 
March 26, 2015 
 
 
Honorable Jack Dalrymple Members of the Legislative Assembly 
  Governor, State of North Dakota    of the State of North Dakota 
 
 
We are pleased to submit the single audit of the State of North Dakota, covering the fiscal years 
ended June 30, 2014 and 2013. 
 
This report complies with the State’s audit requirements, including those placed upon the State 
as a condition for the receipt of federal funds for fiscal years 2014 and 2013.  The audit meets 
the requirements of Chapter 54-10 of the North Dakota Century Code, the Single Audit Act 
Amendments of 1996, and the U.S. Office of Management and Budget Circular A-133, Audits of 
States, Local Governments, and Non-profit Organizations. 
 
We issued separate reports on the State of North Dakota’s financial statements for fiscal years 
2014 and 2013.  These reports are included in the State of North Dakota’s Comprehensive 
Annual Financial Report issued under separate cover for each of the two fiscal years ended 
June 30, 2014 and 2013, and are available upon request. 
 
Respectfully submitted, 
 

 
 
 
Robert R. Peterson     
State Auditor      
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STATE AUDITOR PHONE 
ROBERT R. PETERSON (701) 328-2241 
 FAX 
  (701) 328-1406 
 

 
STATE OF NORTH DAKOTA 

OFFICE OF THE STATE AUDITOR 
STATE CAPITOL 

600 E. BOULEVARD AVENUE - DEPT. 117 
BISMARCK, NORTH DAKOTA 58505 

 

Internal Control and Compliance 
 

Independent Auditor’s Report on Internal Control Over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of Financial Statements Performed  

In Accordance With Government Auditing Standards 
 
 
The Honorable Jack Dalrymple, Governor Members of the Legislative Assembly 
of the state of North Dakota of the state of North Dakota 
 
Ms. Pam Sharp, CPA, Director 
Office of Management and Budget  
 
We have audited, in accordance with auditing standards general accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States, the financial statements of the 
governmental activities, the business-type activities, the aggregate discretely presented 
component units, each major fund, and the aggregate remaining fund information of the state of 
North Dakota as of and for the year ended June 30, 2014 and 2013, and the related notes to the 
financial statements, which collectively comprise the state’s basic financial statements and have 
issued our report thereon dated December 17, 2014 and December 17, 2013, respectively.   
 
Our report includes a reference to other auditors who audited the following entities, as described 
in our report on the state of North Dakota’s financial statements: 
 

Bank of North Dakota Job Service North Dakota 
Beginning Farmer Revolving Loan Fund Mandan Remediation Trust 
Building Authority PACE and AG PACE Funds 
College SAVE  Public Employees Retirement System  
Community Water Facility Loan Fund Rebuilders Loan Program 
Department of Trust Lands   Retirement and Investment Office 
Guaranteed Student Loan Program State Fair Association  
Housing Finance Agency Student Loan Trust 
Housing Incentive Fund Workforce Safety and Insurance 
 All Discretely Presented Component Units 

 
This report does not include the results of the other auditors’ testing of internal control over 
financial reporting or compliance and other matters that are reported on separately by those 
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auditors.  Further, any Federal financial assistance received by those entities is reported 
separately and is not included in the State of North Dakota’s schedule of expenditures of federal 
awards.  The financial statements of the North Dakota University System’s foundations, that are 
discretely presented component units, were not audited in accordance with Government 
Auditing Standards.   
 
Internal Control Over Financial Reporting 
In planning and performing our audit of the financial statements, we considered the state of North 
Dakota’s internal control over financial reporting (internal control) to determine the audit 
procedures that are appropriate in the circumstances for the purpose of expressing our opinions 
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness 
of the state of North Dakota’s internal control.  Accordingly, we do not express an opinion on the 
effectiveness of the state of North Dakota’s internal control.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies and therefore, material weaknesses or significant 
deficiencies may exist that were not identified.  However, as described in the accompanying 
schedule of financial statement findings, we identified certain deficiencies in internal control that 
we consider to be material weaknesses and significant deficiencies.     
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected on a timely basis.  We consider the deficiency reported in the 
accompanying schedule of financial statement findings as item F13-1 to be a material weakness.     
 
A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is 
less severe than a material weakness, yet important enough to merit attention by those charged 
with governance.  We consider the deficiencies described in the accompanying schedule of 
financial statement findings as items F13-2, F13-3, F14-1 and F14-2 to be significant deficiencies.   
 
Compliance and Other Matters 
As part of obtaining reasonable assurance about whether the state of North Dakota’s financial 
statements are free of material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could 
have a direct and material effect on the determination of financial statement amounts.  However, 
providing an opinion on compliance with those provisions was not an objective of our audit, and 
accordingly, we do not express such an opinion.  The results of our tests disclosed no instances 
of noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 
 
State of North Dakota’s Response to Findings 
The state of North Dakota’s response to the findings identified in our audit is described in the 
accompanying schedule of findings, recommendations, and management response.  The state of 
North Dakota’s response was not subjected to the auditing procedures applied in the audit of the 
financial statements and, accordingly, we express no opinion on them.  
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Purpose of this Report 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the result of that testing, and not to provide an opinion on the effectiveness of the 
entity’s internal control or on compliance.  This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance.  Accordingly, this communication is not suitable for any other purpose. 
 

 
Robert R. Peterson       Edwin J. Nagel, Jr., CPA 
State Auditor        Director 
 
Bismarck, North Dakota 
 
December 17, 2014 
 
 



 4

 
STATE AUDITOR 
ROBERT R. PETERSON 

Phone (701)328-2241 
Fax (701)328-1406 

 

  
STATE OF NORTH DAKOTA 

OFFICE OF THE STATE AUDITOR 
STATE CAPITOL 

600 E. BOULEVARD AVENUE – DEPT 117 
BISMARCK, NORTH DAKOTA 58505

 

 
 
 
 

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS  
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH  

MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN 
ACCORDANCE WITH OMB CIRCULAR A-133 

 
 
Honorable Jack Dalrymple   Members of the Legislative Assembly 
Governor, State of North Dakota  of the State of North Dakota 
 
  
Report on Compliance for Each Major Federal Program 
We have audited the State of North Dakota’s compliance with the types of compliance 
requirements described in the OMB Circular A-133 Compliance Supplement that could have a 
direct and material effect on each of the State of North Dakota’s major Federal programs for the 
years ended June 30, 2014 and 2013.  The State of North Dakota’s major federal programs are 
identified in the summary of auditor’s results section of the accompanying schedule of findings 
and questioned costs.   
 
Management’s Responsibility 
Management is responsible for compliance with the requirements of laws, regulations, 
contracts, and grants applicable to its federal programs.   
 
Auditor Responsibility 
Our responsibility is to express an opinion on compliance for each of the State of North Dakota’s 
major federal programs based on our audit of the types of compliance requirement referred to 
above.  We conducted our audit of compliance in accordance with auditing standards generally 
accepted in the United States of America; the standards applicable to financial audits contained 
in Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.  
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred.  An audit includes examining, on a test basis, evidence about the State of North 
Dakota’s compliance with those requirements and performing such other procedures as we 
considered necessary in the circumstances. 
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We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program.  However, our audit does not provide a legal determination of the State 
of North Dakota’s compliance.   
 
Basis for Qualified Opinion on Medicaid Cluster 
As described in findings 2014-002, 2014-003, and 2014-004 in the accompanying schedule of 
findings and questioned costs, the State of North Dakota did not comply with requirements 
regarding special tests and provisions-utilization control and program integrity that are 
applicable to the Medicaid Cluster.  Compliance with such requirements is necessary, in our 
opinion, for the State of North Dakota to comply with the requirements applicable to that 
program.   
 
Qualified Opinion on Medicaid Cluster 
In our opinion, except for the noncompliance described in the Basis for Qualified Opinion 
paragraph, the State of North Dakota complied, in all material respects, with the types of 
compliance requirements referred to above that could have a direct and material effect on the 
Medicaid Cluster for the years ended June 30, 2014 and 2013.   
 
Unmodified Opinion on Each of the Other Major Federal Programs 
In our opinion, the State of North Dakota complied, in all material respects, with the types of 
compliance requirements referred to above that could have a direct and material effect on each 
of its other major federal programs identified in the summary of auditor’s results section of the 
accompanying schedule of findings and questioned costs for the years ended June 30, 2014 
and 2013.   
 
Other Matters 
The results of our auditing procedures disclosed other instances of noncompliance, which are 
required to be reported in accordance with OMB Circular A-133 and which are described in the 
accompanying schedule of findings and questions costs as items 2014-001, 2014-005, 
2014-006, 2014-007, 2014-008, 2014-009, 2014-012, 2014-013, 2014-014, 2014-015, 
2014-018, 2014-019, 2014-020, 2014-022, 2014-023, 2014-024, 2014-026, 2014-027, 
2014-028, 2014-029, 2014-030, 2014-031, 2014-032, 2014-033, 2014-034, 2014-035, 
2014-036, 2014-037, 2014-038, 2014-039, 2014-040, 2014-041, 2014-042, 2014-043, 
2014-044, 2014-045, 2014-046, 2014-047, 2014-048, 2014-049, 2014-050, 2014-051, and 
2014-053.  Our opinion on each major federal program is not modified with respect to these 
matters.   
 
The State of North Dakota’s response / Corrective Action Plan to the noncompliance findings 
identified in our audit are described in the accompanying schedule of findings and questioned 
costs.  The State of North Dakota’s response was not subject to the auditing procedures applied 
in the audit of compliance and, accordingly, we express no opinion on the response.   
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Report on Internal Control Over Compliance 
Management of the State of North Dakota is responsible for establishing and maintaining 
effective internal control over compliance with the types of compliance requirements referred to 
above.  In planning and performing our audit of compliance, we considered the State of North 
Dakota’s internal control over compliance with the type of requirements that could have a direct 
and material effect on each major federal program to determine the auditing procedures that are 
appropriate in the circumstances for the purpose of expressing an opinion on compliance for 
each major federal program and to test and report on internal control over compliance in 
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the 
effectiveness of the State of North Dakota’s internal control over compliance.  Accordingly, we 
do not express an opinion on the effectiveness of the State of North Dakota’s internal control 
over compliance.    
 
Our consideration of internal control over compliance was for the limited purpose described in 
the preceding paragraph and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies and therefore, material 
weaknesses or significant deficiencies may exist that were not identified.  However, as 
discussed below, we identified certain deficiencies in internal control over compliance that we 
consider to be material weaknesses and significant deficiencies.   
 
A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing 
their assigned functions, to prevent, or detect and correct, noncompliance with a type of 
compliance requirement of a federal program on a timely basis.  A material weakness in internal 
control over compliance is a deficiency, or combination of deficiencies, in internal control over 
compliance, such that there is reasonable possibility that material noncompliance with a type of 
compliance requirement of a federal program will not be prevented, or detected and corrected, 
on a timely basis.  We consider the deficiencies in internal control over compliance described in 
the accompanying schedule of findings and questioned costs as items 2014-002, 2014-003, and 
2014-005 to be material weaknesses.   
 
A significant deficiency in internal control over compliance is a deficiency, or a combination of 
deficiencies, in internal control over compliance with a type of compliance requirement of a 
federal program that is less severe than a material weakness in internal control over 
compliance, yet important enough to merit attention by those charged with governance.  We 
consider the deficiencies in internal control over compliance described in the accompanying 
schedule of findings and questioned costs as items 2014-001, 2014-007, 2014-009, 2014-010, 
2014-011, 2014-012, 2014-013, 2014-015, 2014-016, 2014-017, 2014-018, 2014-019, 
2014-020, 2014-021, 2014-022, 2014-023, 2014-024, 2014-025, 2014-028, 2014-030, 
2014-031, 2014-032, 2014-034, 2014-036, 2014-038, 2014-039, 2014-040, 2014-041, 
2014-042, 2014-043, 2014-044, 2014-045, 2014-046, 2014-047, 2014-048, 2014-049, 
2014-050, 2014-051, 2014-052, and 2014-053 to be significant deficiencies. 
 
The State of North Dakota’s response / Corrective Action Plan to the internal control over 
compliance findings identified in our audit are described in the accompanying schedule of 
findings and questioned costs as.  The State of North Dakota’s response was not subjected to 
the auditing procedures applied in the audit of compliance and, accordingly, we express no 
opinion on the response.   
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The purpose of this report on internal control over compliance is solely to describe the scope of 
our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133.  Accordingly, this report is not suitable for any other 
purpose.   
 
Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133 
We have audited the financial statements of the governmental activities, the business-type 
activities, the aggregate discretely presented component units, each major fund, and the 
aggregate remaining fund information for the State of North Dakota as of and for the years 
ended June 30, 2014 and 2013, and the related notes to the financial statements, which 
collective comprise the State of North Dakota’s basic financial statements.  We issued our 
report thereon dated December 17, 2014 and December 17, 2013, respectively, which 
contained an unmodified opinion on those financial statements.  Our audit was conducted for 
the purpose of forming an opinion on the financial statements that collectively comprise the 
basic financial statements.  The accompanying schedule of expenditures of federal awards is 
presented for purposes of additional analysis as required by OMB Circular A-133 and is not a 
required part of the financial statements.  Such information is the responsibility of management 
and was derived from and relates directly to the underlying accounting and other records used 
to prepare the basic financial statements.  The information has been subjected to the auditing 
procedures applied in the audit of the financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and 
other records used to prepare the basic financial statements or to the financial statements 
themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America.  In our opinion, the schedule of expenditure of federal 
awards is fairly stated in all material respects in relation to the basic financial statements as a 
whole.   
 
 
         

   
 
 
Robert R. Peterson     Edwin J. Nagel, Jr., CPA 
State Auditor      Director 
 
Bismarck, North Dakota 
 
March 26, 2015  
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NOTE 1. PURPOSE OF THE SCHEDULE 
 
The Schedule of Expenditures of Federal Awards (Schedule) is a supplementary schedule to the 
State’s basic financial statements (BFS) and is presented for the purposes of additional analysis.  
The Schedule is required by Office of Management and Budget (OMB) Circular A-133, Audits of 
State and Local Governments, and Non-Profit Organizations. 
 
NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A. Basis of Presentation 
 
Federal Financial Assistance – Pursuant to the Single Audit Act of 1984 (Public Law 98-502), the 
Single Audit Act Amendments of 1996 (Public Law 104-156), and OMB Circular A-133, federal 
financial assistance is defined as assistance provided by a federal agency, either directly or 
indirectly, that non-federal entities receive or administer, in the form of grants, contracts, 
cooperative agreements, loans, loan guarantees, property interest subsidies, insurance, or direct 
appropriations.  Accordingly, nonmonetary federal assistance, including food commodities, food 
stamps, vaccines, and donated surplus property is included in federal financial assistance and, 
therefore, is reported on the Schedule.  Federal financial assistance does not include direct 
federal cash assistance to individuals.  Contracts between the state and federal government for 
which the federal government procures tangible goods or services are not considered to be 
federal financial assistance. 
 
Catalog of Federal Domestic Assistance – OMB Circular A-133 requires the Schedule to show 
the total expenditures for each of the State’s federal financial assistance programs as identified 
in the Catalog of Federal Domestic Assistance (CFDA).  The CFDA is a government-wide 
compendium of individual federal programs.  Federal financial assistance programs that have not 
been assigned a CFDA number are indicated using the federal agency’s two digit code as the 
prefix and three X’s as the suffix (e.g. 10.XXX is a grant from the USDA). 
 
Clusters of Programs – Closely related programs with different CFDA numbers that share 
common compliance requirements are to be considered a cluster of programs.  The only program 
clusters presented on the Schedule are those mandated by OMB in the Circular A-133, 
Compliance Supplement. 
 
B. Type A and Type B Programs 
 
The Single Audit Act Amendments of 1996 and OMB Circular A-133 establish the levels of 
expenditures to be used in defining Type A and Type B federal financial assistance programs.  
Type A assistance programs for the State of North Dakota are those programs that exceeded 
$9,652,469 in federal expenditures, distributions, or issuances for the two-year period ended 
June 30, 2014. 
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C. Reporting Entity 
 
The Schedule includes all federal financial assistance programs administered by those State 
departments and entities included in the State’s Comprehensive Annual Financial Report, except 
the departments audited by independent public accounting firms that file their own single audit 
with the federal clearinghouse.  The departments not included in the Schedule are:  Housing and 
Finance, Bank of North Dakota, Job Service North Dakota, Guaranteed Student Loan, Student 
Loan Trust, and Public Finance Authority. 
 
D. Basis of Accounting 
 
Federal financial assistance expenditures included in the Schedule are reported using the 
modified accrual basis of accounting, except for the following:  colleges, universities, and 
enterprise entities reported expenditures on the accrual basis; the Department of Human 
Services, Department of Public Instruction, Division of Emergency Services, Office of the 
Governor, Secretary of State, Information Technology Department, State Library, Veterans’ 
Home, Insurance Department, Department of Agriculture, State Historical Society, and Council 
on the Arts reported expenditures on the cash basis; and the Health Department reported 
expenditures on the cash basis plus accrued payroll and accrued indirect costs. 
 
Indirect Costs – The Schedule includes a portion of costs associated with general activities which 
are allocated to federal financial assistance programs under negotiated indirect cost rates or cost 
allocation plans. 
 
Matching Costs – The Schedule does not include matching expenditures. 
 
Nonmonetary Assistance – The Schedule contains values for several nonmonetary assistance 
programs.  The Commodities and Vaccine programs are presented at the federally assigned 
values of the products distributed by the state.  The Surplus Property program is presented at the 
fair market value of property received.  The fair market value was estimated to be 23.3% of the 
property’s original federal acquisition value. 
 
Loan and Loan Guarantee Programs – Information on federal loan and federal loan guarantee 
programs is included in the Notes to the Schedule instead of on the Schedule itself. 
 
Federal Transactions Between State Entities – Some state entities transfer federal assistance to 
other state entities (i.e., a pass-through of funds by the primary recipient state entity to a 
subrecipient state entity).  In this case, the expenditures are recognized by the primary state entity 
on the Schedule of Expenditures of Federal Awards.  Purchases of services between state entities 
using federal moneys are reported as expenditures by the purchasing entity and as revenues for 
services rendered by the providing entity. 
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Supplemental Nutrition Assistance Program (SNAP) Expenditures – The Supplemental Nutrition 
Assistance Program (SNAP) is presented at the dollar value of food stamp electronic benefit 
transfers authorized and used by recipients. 
 
 
NOTE 3. NONMONETARY ASSISTANCE INVENTORY 
 
As described previously in Note 2, nonmonetary assistance is reported in the Schedule based on 
the amount disbursed.  At June 30, 2014 and 2013, the inventory balances of nonmonetary 
assistance were as follows: 
 

Nonmonetary Assistance June 30, 2014 June 30, 2013  
Food Commodities $       1,124,622 $        1,236,641  
Donated Surplus Property 3,712,667 2,840,585  
Vaccines 1,807,194 1,807,244   

Total Inventory Balance $       6,644,483 $         5,884,470  

 
 
NOTE 4. LOAN PROGRAMS 
 
The state administers two loan programs with continuing compliance requirements other than 
Student Financial Aid.  At June 30, 2014 and 2013, the amount of loans receivable for each loan 
program were as follows: 
 
Loan Program CFDA # FY14 FY13 
Community Development Block Grants/State's Program 14.228 $   6,039,933  $   7,005,615 
HOME Investment Partnerships Program 14.239  1,781,925  1,804,538 

Total Loans Receivable  $    7,821,858  $   8,810,153 

 
 
NOTE 5. STUDENT FINANCIAL AID PROGRAMS 
 
Expenditures as included on the Schedule of Expenditures of Federal Awards for student financial 
assistance programs include refunds to grantors, administrative expenses, collection costs, 
litigation costs, etc. 
 
Advances to students, loans receivable, and federal capital contributions for applicable loan 
programs for the fiscal years ended June 30, 2014 and 2013 are identified below: 
 

DESCRIPTION 
CFDA 

# FY14 FY13 
LOAN ADVANCES:    
Health Professions Student Loan Program including    

Primary Care/Loans for Disadvantaged Students 93.342  $          55,009   $            58,950  
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Nursing Student Loan Program 93.364            442,791               437,677  
Nursing Faculty Loan Program 93.264             15,506                34,672  
Federal Direct Student Loans 84.268     171,651,857        177,340,643  
Federal Perkins Loan Program 84.038         4,928,776            3,803,498  

    TOTAL ADVANCES   $  177,093,939   $    181,675,440 

    
LOANS RECEIVABLE:    
Health Professions Student Loan Program including    

Primary Care/Loans for Disadvantaged Students 93.342  $        532,133   $          527,590  
Nursing Student Loan Program 93.364         2,872,717            2,966,462  
Nursing Faculty Loan Program 93.264            153,840               143,072  
Federal Direct Student Loans 84.268                      -                         -  
Federal Perkins Loan Program 84.038       35,087,247          35,391,429  

    TOTAL LOANS RECEIVABLE   $   38,645,937   $     39,028,553  

    
FEDERAL CAPITAL CONTRIBUTIONS:    
Health Professions Student Loan Program including    

Primary Care/Loans for Disadvantaged Students 93.342  $                  -   $                    -  
Nursing Student Loan Program 93.364             25,092                  7,098  
Nursing Faculty Loan Program 93.264                      -                         -  
Federal Direct Student Loans 84.268                      -                         -  
Federal Perkins Loan Program 84.038                      -                         -  

   TOTAL CAPITAL CONTRIBUTIONS   $         25,092   $             7,098  

 
 
Loan advances represent new loans made directly by the institution for the Perkins, Nursing, and 
Health Professions loan programs.  The colleges and universities are responsible for completing 
portions of the loan application, verifying student eligibility, filing enrollment verification reports, 
refunding money to lenders, and disbursing loan checks received from the lending institutions for 
Federal Family Education Loans.   
 
Loans receivable are shown at gross and are derived from the financial records of the applicable 
college or university. 
 
Federal capital contributions represent new federal funds received during the appropriate fiscal 
year and are derived from the financial records of the applicable college or university. 
 
 
NOTE 6.   SUBRECIPIENTS 
 
State agencies administer a number of federal grants that in part or whole are provided to 
subrecipients.  The amounts provided to subrecipients by state agencies are shown below by 
program title, federal agency, CFDA number, and year: 
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Program Title 
Federal
Agency 

CFDA 
Number 2014 2013 

Agricultural Research - Basic and Applied 
Research USDA 10.001 $ $           6,634
Specialty Crop Block Grant Program - Farm Bill USDA 10.170         293,336          246,537 
Organic Certification Cost Share Programs USDA 10.171          101,240 
Grants for Agricultural Research, Special 
Research Grants USDA 10.200         107,798          217,698 
Higher Education - Institution Challenge Grants 
Program USDA 10.217            11,579 
Integrated Programs USDA 10.303         201,581   
Agriculture and Food Research Initiative (AFRI) USDA 10.310         680,995          974,569 
Farm Business Management and Benchmarking 
Competitive Grants Program USDA 10.319         264,443            48,047 
Cooperative Extension Service USDA 10.500             5,013   
School Breakfast Program USDA 10.553      4,501,439       4,299,361 
National School Lunch Program USDA 10.555     20,873,278      19,534,171 
Special Milk Program for Children USDA 10.556           22,549            24,306 
Special Supplemental Nutrition Program for 
Women, Infants, and Children USDA 10.557      3,062,562       3,029,724 
Child and Adult Care Food Program USDA 10.558      9,957,597       9,930,677 
Summer Food Service Program for Children USDA 10.559         480,049          446,708 
State Administrative Matching Grants for the 
Supplemental Nutrition Assistance Program USDA 10.561           51,947            66,545 
Commodity Supplemental Food Program USDA 10.565         579,271          652,266 
Food Distribution Program on Indian 
Reservations USDA 10.567      3,921,610       3,635,007 
Emergency Food Assistance Program 
(Administrative Costs) USDA 10.568             5,658            45,218 
Emergency Food Assistance Program (Food 
Commodities) USDA 10.569         376,993          439,453 
Team Nutrition Grants USDA 10.574           19,039            63,500 
Fresh Fruit and Vegetable Program USDA 10.582      1,708,166       1,651,467 
Cooperative Forestry Assistance USDA 10.664         646,725          526,728 
Schools and Roads - Grants to States USDA 10.665               381                630 
Forest Health Protection USDA 10.680           18,523              6,106 
Environmental Quality Incentives Program USDA 10.912           88,532              7,227 
Economic Development - Technical Assistance DOC 11.303             3,418            70,160 
Applied Meteorological Research DOC 11.468            34,186 
Payments to States in Lieu of Real Estate Taxes DOD 12.112          106,475 
Basic and Applied Scientific Research DOD 12.300          477,346 
Military Medical Research and Development DOD 12.420             9,844          374,516 
Basic Scientific Research DOD 12.431           37,415          549,824 
Community Development Block Grants/State's 
program and Non-Entitlement Grants in Hawaii HUD 14.228      6,062,179       7,825,665 
Emergency Solutions Grant Program HUD 14.231         473,255          474,580 
Shelter Plus Care HUD 14.238         235,584          159,272 
HOME Investment Partnerships Program HUD 14.239      1,948,341       2,406,836 
ARRA -   Homelessness Prevention and Rapid 
Re-Housing Program (Recovery Act Funded) HUD 14.257            22,053 
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Distribution of Receipts to State and Local 
Governments DOI 15.227             4,091              6,201 
Flood Control Act Lands DOI 15.433     45,533,606      23,634,710 
Late Disbursement Interest DOI 15.436                 74                157 
Minerals Leasing Act DOI 15.437     24,843,245      14,289,813 
Sport Fish Restoration Program DOI 15.605         588,114       1,256,869 
Wildlife Restoration and Basic Hunter Education DOI 15.611         583,953          636,528 
Enhanced Hunter Education and Safety Program DOI 15.626           91,369   
State Wildlife Grants DOI 15.634         237,402          398,498 
Migratory Bird Joint Ventures DOI 15.637            33,874 
Outdoor Recreation - Acquisition, Development 
and Planning DOI 15.916         278,574          130,779 
Sexual Assault Services Formula Program DOJ 16.017         226,304          174,753 
Juvenile Accountability Block Grants DOJ 16.523         108,438          140,827 
Juvenile Justice and Delinquency Prevention - 
Allocation to States DOJ 16.540         600,000          400,000 
Missing Children's Assistance DOJ 16.543         193,248            10,942 
Crime Victim Compensation DOJ 16.576      1,097,804       1,203,679 
Violence Against Women Formula Grants DOJ 16.588         693,341          731,497 
Project Safe Neighborhoods DOJ 16.609            23,705 
Public Safety Partnership and Community 
Policing Grants DOJ 16.710           14,864   
Edward Byrne Memorial Justice Assistance Grant 
Program DOJ 16.738         138,667          277,933 
ARRA - Recovery Act - Edward Byrne Memorial 
Justice Assistance Grant (JAG) Program/ Grants 
to States and Territories DOJ 16.803          246,514 
Second Chance Act Reentry Initiative DOJ 16.812           75,063          177,669 
Senior Community Service Employment Program DOL 17.235         319,981          520,977 
Incentive Grants - WIA Section 503 DOL 17.267             8,469          127,793 
Mine Health and Safety Grants DOL 17.600           20,745   
ARRA - Highway Planning and Construction DOT 20.205            67,249 
Highway Planning and Construction DOT 20.205      7,879,134      21,704,836 
Recreational Trails Program DOT 20.219         293,994          308,254 
Federal Transit - Capital Investment Grants DOT 20.500           47,800          739,598 
Metropolitan Transportation Planning and State 
and Non-Metropolitan Planning and Research DOT 20.505      2,425,718       2,101,020 
ARRA - Formula Grants for Rural Areas DOT 20.509          213,429 
Formula Grants for Rural Areas DOT 20.509      4,023,840       3,938,221 
Enhanced Mobility of Seniors and Individuals with 
Disabilities DOT 20.513         626,940          120,600 
Job Access And Reverse Commute Program DOT 20.516         262,522          344,067 
New Freedom Program DOT 20.521         146,116          251,815 
State and Community Highway Safety DOT 20.600         404,246          351,807 
Alcohol Impaired Driving Countermeasures 
Incentive Grants I DOT 20.601         538,832          529,954 
Incentive Grant Program to Increase Motorcyclist 
Safety DOT 20.612           36,705          107,994 
University Transportation Centers Program DOT 20.701      1,856,291          804,326 
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Interagency Hazardous Materials Public Sector 
Training and Planning Grants DOT 20.703         116,945            76,694 
National Infrastructure Investments DOT 20.933      7,336,370       2,663,630 
Accelerated Safety Activity Program DOT 20.XXX                235 
Helicopter Lighting System DOT 20.XXX           58,500   
Science NASA 43.001           95,627   
Climate Change Communications: Engineering, 
Environmental Science, and Education(C3E3) NASA 43.XXX             1,930   
Communicating Climate Change NASA 43.XXX             4,904              2,457 
Integrated Strategies for the Human Exploration 
of the Moon and Mars NASA 43.XXX             8,836            35,087 
North Dakota NASA Space Grant Consortium FY 
2010-2014 NASA 43.XXX           12,562   
Research Opportunities in Space and Earth 
Sciences - 2009 NASA 43.XXX           10,153   
Upper Midwest Aerospace Consortium NASA 43.XXX           69,997          134,946 
Promotion of the Arts - Partnership Agreements NEA 45.025         563,045   
Mathematical and Physical Sciences NSF 47.049            48,471 
Computer and Information Science and 
Engineering NSF 47.070              3,914 
Biological Sciences NSF 47.074             7,039          542,125 
Social, Behavioral, and Economic Sciences NSF 47.075           18,910   
Education and Human Resources NSF 47.076           45,007            23,130 
Polar Programs NSF 47.078           19,636   
Office of Experimental Program to Stimulate 
Competitive Research NSF 47.081         681,490          603,946 
ARRA - Trans-NSF Recovery Act Research 
Support NSF 47.082           82,239          522,954 
Trans-NSF Recovery Act Research Support NSF 47.082             1,640   
Small Business Development Centers SBA 59.037         167,096            93,500 
State Clean Diesel Grant Program EPA 66.040           79,862          406,000 
Water Quality Management Planning EPA 66.454             5,340            46,664 
Nonpoint Source Implementation Grants EPA 66.460      3,495,678       4,249,463 
Great Lakes Program EPA 66.469            65,479 
Performance Partnership Grants EPA 66.605           58,900            85,605 
ARRA - Superfund State, Political Subdivision, 
and Indian Tribe Site-Specific Cooperative 
Agreements EPA 66.802            15,005 
ARRA - State Energy Program DOE 81.041       1,109,479 
State Energy Program DOE 81.041         520,240            79,951 
ARRA - Weatherization Assistance for Low-
Income Persons DOE 81.042              6,188 
Weatherization Assistance for Low-Income 
Persons DOE 81.042         200,135       2,426,509 
Office of Science Financial Assistance Program DOE 81.049          766,564 
ARRA - Renewable Energy Research and 
Development DOE 81.087         360,198          132,230 
Renewable Energy Research and Development DOE 81.087           51,049          103,048 
Fossil Energy Research and Development DOE 81.089         741,397          780,472 
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ARRA - Energy Efficiency and Conservation 
Block Grant Program (EECBG) DOE 81.128       1,313,602 
Adult Education - Basic Grants to States ED 84.002         377,515          509,118 
Title I Grants to Local Educational Agencies ED 84.010     31,911,802      34,664,385 
Migrant Education - State Grant Program ED 84.011         245,953          284,166 
Special Education - Grants to States ED 84.027     23,385,507      25,181,822 
Career and Technical Education - Basic Grants to 
States ED 84.048      2,103,244       2,581,186 
Fund for the Improvement of Postsecondary 
Education ED 84.116              8,802 
Rehabilitation Services - Vocational Rehabilitation 
Grants to States ED 84.126           61,888            64,188 
Independent Living - State Grants ED 84.169         352,952          277,308 
Special Education - Preschool Grants ED 84.173         638,893          758,647 
Safe and Drug-Free Schools and Communities - 
State Grants ED 84.186              6,993 
Education for Homeless Children and Youth ED 84.196         110,890          107,999 
Even Start - State Educational Agencies ED 84.213            91,166 
Assistive Technology ED 84.224         435,863          467,087 
Twenty-First Century Community Learning 
Centers ED 84.287      4,333,338       4,712,021 
Educational Technology State Grants ED 84.318          348,698 
Special Education - State Personnel 
Development ED 84.323           91,906            31,314 
Rural Education ED 84.358           37,989            85,487 
English Language Acquisition State Grants ED 84.365         357,311          353,483 
Improving Teacher Quality State Grants ED 84.367      9,717,514      10,525,012 
Grants for State Assessments and Related 
Activities ED 84.369                500 
School Improvement Grants ED 84.377      1,252,701       1,730,127 
ARRA - Education Technology State Grants, 
Recovery Act ED 84.386            93,168 
ARRA - School Improvement Grants, Recovery 
Act ED 84.388       1,422,674 
ARRA - Title I Grants to Local Educational 
Agencies, Recovery Act ED 84.389       1,636,979 
Special Programs for the Aging - Title III, Part B - 
Grants for Supportive Services and Senior 
Centers HHS 93.044          158,279 
Special Programs for the Aging - Title III, Part C - 
Nutrition Services HHS 93.045         280,046   
Public Health Emergency Preparedness HHS 93.069      1,863,853       2,699,695 
Affordable Care Act (ACA) Personal 
Responsibility Education Program HHS 93.092         183,199            92,303 
Maternal and Child Health Federal Consolidated 
Programs HHS 93.110           24,244          150,122 
Oral Diseases and Disorders Research HHS 93.121            41,098 
Injury Prevention and Control Research and State 
and Community Based Programs HHS 93.136           57,523            62,750 
Rural Health Research Centers HHS 93.155         243,645          104,178 
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Grants to States for Loan Repayment Program HHS 93.165         109,578   
Family Planning - Services HHS 93.217         592,451          676,999 
Development and Coordination of Rural Health 
Services HHS 93.223         198,863          173,206 
Affordable Care Act (ACA) Abstinence Education 
Program HHS 93.235             8,755   
Grants to States to Support Oral Health 
Workforce Activities HHS 93.236           25,399          181,200 
State Rural Hospital Flexibility Program HHS 93.241         302,520          352,539 
Immunization Cooperative Agreements HHS 93.268      7,568,629       7,400,149 
Alcohol Research Programs HHS 93.273          158,070 
Drug Abuse and Addiction Research Programs HHS 93.279           27,322            22,947 
Centers for Disease Control and Prevention - 
Investigations and Technical Assistance HHS 93.283         325,434          335,440 
Small Rural Hospital Improvement Grant Program HHS 93.301         247,067          228,253 
The Affordable Care Act: Building Epidemiology, 
Laboratory, and Health Information Systems 
Capacity in the Epidemiology and Laboratory 
Capacity for Infectious Disease (ELC) and 
Emerging Infections Program (EIP) Cooperative 
Agreements;PPHF HHS 93.521           19,016              9,608 
The Patient Protection and Affordable Care Act of 
2010 (Affordable Care Act) authorizes 
Coordinated Chronic Disease prevention and 
Health Promotion Program HHS 93.544             5,000   
Promoting Safe and Stable Families HHS 93.556          276,830 
Temporary Assistance for Needy Families HHS 93.558      4,016,929       5,651,309 
Child Support Enforcement HHS 93.563         133,453          130,356 
Refugee and Entrant Assistance - State 
Administered Programs HHS 93.566         560,976          446,591 
Low-Income Home Energy Assistance HHS 93.568             5,084          148,868 
Community Services Block Grant HHS 93.569      3,134,829       3,175,227 
Child Care and Development Block Grant HHS 93.575      1,877,036       1,208,562 
Refugee and Entrant Assistance - Discretionary 
Grants HHS 93.576           87,522          116,341 
Community-Based Child Abuse Prevention 
Grants HHS 93.590          115,962 
Child Care Mandatory and Matching Funds of the 
Child Care and Development Fund HHS 93.596         637,884          544,244 
Developmental Disabilities Basic Support and 
Advocacy Grants HHS 93.630         221,055          332,065 
University Centers for Excellence in 
Developmental Disabilities Education, Research, 
and Service HHS 93.632            10,215 
Children's Justice Grants to States HHS 93.643            25,892 
Stephanie Tubbs Jones Child Welfare Services 
Program HHS 93.645          151,135 
Social Services Research and Demonstration HHS 93.647           57,697            40,410 
Foster Care - Title IV-E HHS 93.658      3,530,900       3,417,404 
Adoption Assistance HHS 93.659           58,273            52,720 
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Family Violence Prevention and 
Services/Domestic Violence Shelter and 
Supportive Services HHS 93.671         679,921          717,528 
Chafee Foster Care Independence Program HHS 93.674          447,302 
PPHF Cooperative Agreement to Support 
Navigators in Federally-facilitated and State 
Partnership Exchanges HHS 93.750         150,106   
Children's Health Insurance Program HHS 93.767           44,167            60,043 
Medicaid Infrastructure Grants To Support the 
Competitive Employment of People with 
Disabilities HHS 93.768              2,416 
Medical Assistance Program HHS 93.778         120,602            83,833 
Diabetes, Digestive, and Kidney Diseases 
Extramural Research HHS 93.847           49,312            12,599 
Allergy, Immunology and Transplantation 
Research HHS 93.855             3,704   
Biomedical Research and Research Training HHS 93.859         390,739          398,021 
National Bioterrorism Hospital Preparedness 
Program HHS 93.889         912,575          991,099 
Cooperative Agreements to Support 
Comprehensive School Health Programs to 
Prevent the Spread of HIV and Other Important 
Health Problems HHS 93.938            30,404 
Assistance Programs for Chronic Disease 
Prevention and Control HHS 93.945             5,000   
Block Grants for Community Mental Health 
Services HHS 93.958            88,916 
Health Professions Recruitment Program for 
Indians HHS 93.970           80,598            43,498 
Preventive Health Services - Sexually 
Transmitted Diseases Control Grants HHS 93.977             8,027              7,956 
Preventive Health and Health Services Block 
Grant HHS 93.991           10,737            26,413 
Maternal and Child Health Services Block Grant 
to the States HHS 93.994         697,545          854,183 
AmeriCorps CNCS 94.006         577,591          438,601 
High Intensity Drug Trafficking Areas Program EOP 95.001           27,108          166,990 
Boating Safety Financial Assistance DHS 97.012           29,332            44,197 
Flood Mitigation Assistance DHS 97.029            22,936 
Disaster Grants - Public Assistance 
(Presidentially Declared Disasters) DHS 97.036     36,160,216      49,743,869 
Hazard Mitigation Grant DHS 97.039     12,329,245       2,722,334 
Emergency Management Performance Grants DHS 97.042      1,507,123       1,377,859 
Pre-Disaster Mitigation DHS 97.047            26,690 
Emergency Operations Center DHS 97.052          106,403 
Interoperable Emergency Communications DHS 97.055            78,513 
Homeland Security Grant Program DHS 97.067      3,639,502       5,870,826 

  $324,894,334 $329,807,273
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STATE AGENCY 

CFDA 
NUMBER 

FEDERAL 
AGENCY 

FINDING 
NUMBER 

Department of Health  93.069 HHS 2014-001 

    

Department of Human Services 93.777/93.778 HHS 2014-002 

Department of Human Services 93.777/93.778 HHS 2014-003 

Department of Human Services 93.777/93.778 HHS 2014-004 

Department of Human Services 93.777/93.778 HHS 2014-005 

Department of Human Services 93.777/93.778 HHS 2014-006 

Department of Human Services 93.777/93.778 HHS 2014-007 

Department of Human Services 93.777/93.778 HHS 2014-008 

Department of Human Services 93.777/93.778 HHS 2014-009 

Department of Human Services 93.777/93.778 HHS 2014-010 

Department of Human Services 93.777/93.778 HHS 2014-011 

Department of Human Services 93.777/93.778 HHS 2014-012 

Department of Human Services 93.777/93.778 HHS 2014-013 

Department of Human Services 93.777/93.778 HHS 2014-014 

Department of Human Services 93.575/93.596 HHS 2014-015 

Department of Human Services 93.575/93.596 HHS 2014-016 

Department of Human Services 93.575/93.596 HHS 2014-017 

Department of Human Services 93.575/93.596 HHS 2014-018 

Department of Human Services 93.575/93.596 HHS 2014-019 

Department of Human Services 93.575/93.596 HHS 2014-020 

Department of Human Services 93.575/93.596 HHS 2014-021 

Department of Human Services 93.575/93.596/93.044/
93.045/93.053 

HHS 2014-022 

Department of Human Services 93.767 HHS 2014-023 

Department of Human Services 93.767 HHS 2014-024 

Department of Human Services 93.568 HHS 2014-025 

Department of Human Services 93.658 HHS 2014-026 
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Department of Human Services 93.558 HHS 2014-027 

Department of Human Services 93.563 HHS 2014-028 

Department of Human Services Various Various 2014-029 

    

Department of Public Instruction Various Various 2014-030 

    

Department of Transportation 20.205 DOT 2014-031 

Department of Transportation 20.205 DOT 2014-032 

Department of Transportation 20.205 DOT 2014-033 

Department of Transportation 20.205 DOT 2014-034 

Department of Transportation 20.205 DOT 2014-035 

Department of Transportation 20.509 DOT 2014-036 

Department of Transportation 20.933 DOT 2014-037 

Department of Transportation Various Various 2014-038 

    

Game and Fish Department 15.605/15.611 DOI 2014-039 

    

Highway Patrol 20.218 DOT 2014-040 

    

Office of the Adjutant General 97.039/97.036 DHS 2014-041 

Office of the Adjutant General 97.067 DHS 2014-042 

Office of the Adjutant General 12.401 DOD 2014-043 

    

Office of the Attorney General Various DOJ 2014-044 

    

Office of the State Treasurer 15.433/15.437 DOI 2014-045 

    

Bismarck State College/Dakota 
College at Bottineau/Dickinson 
State University/Minot State 
University/North Dakota State 
School of Science/North Dakota 
State University/Valley City State 
University/Williston State College 

Various ED 2014-046 
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Bismarck State College/Dickinson 
State University/North Dakota 
State School of Science/University 
of North Dakota/Williston State 
College  

Various ED 2014-047 

    

Dakota College at Bottineau/ 
Williston State College 

Various ED 2014-048 

North Dakota State College of 
Science 

Various ED 2014-049 

    

Williston State College Various ED 2014-050 

    

North Dakota State University 10.001/10.xxx USDA 2014-051 

    

North Dakota State 
University/University of North 
Dakota 

Various Various 2014-052 

Bismarck State College/Williston 
State College/North Dakota State 
University/Dickinson State 
University/North Dakota State 
University Office/Valley City State 
University/University of North 
Dakota/North Dakota State School 
of Science/Lake Region State 
College/Minot State 
University/Dakota College at 
Bottineau/Mayville State University 

Various Various 2014-053 
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SECTION I 

SUMMARY OF AUDITORS’ RESULTS 
 
Financial Statements  

Type of auditors’ report issued: Unmodified 

Internal control over financial reporting:  
Material weakness(es) identified? Yes 
Significant deficiency(ies) identified that are not   

considered to be material weakness(es)? 
 
Yes 

Noncompliance material to financial statements  
  noted? 

 
No 

  
Federal Awards  

Internal control over major programs:  
Material weakness(es) identified? Yes 
Significant deficiency(ies) identified that are not 

considered to be material weakness(es)? 
 
Yes 

Type of auditors’ report issued on compliance for 
  major programs: 

 
Qualified 

Any audit findings disclosed that are required to  
  be reported in accordance with section 510(a)  
  of Circular A-133? 

 
 
Yes 

 
Identification of major programs: 
  
CFDA Number(s) Name of Federal Program or Cluster 

10.551/10.561 SNAP Cluster 

10.553/10.555/10.556/
10.559 

Child Nutrition Cluster 

10.557 Special Supplemental Nutrition Program for Women, Infants, and 
Children 

10.558 Child and Adult Care Food Program 

10.567 Food Distribution Program on Indian Reservations 
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12.401 National Guard Military Operations and Maintenance (O&M) 
Projects 

14.228/14.255 CDBG – State-Administered CDBG Cluster 

15.433 Flood Control Act Lands 

15.437 Mineral Leasing Act 

15.605/15.611 Fish and Wildlife Cluster 

16.738/16.803 JAG Program Cluster 

20.205/20.219 Highway Planning and Construction Cluster 

20.218 National Motor Carrier Safety 

20.933 National Infrastructure Investments 

66.460 Nonpoint Source Implementation Grants 

84.181 Special Education-Grants for Infants and Families 

84.367 Improving Teacher Quality State Grants 

93.044/93.045/93.053 Aging Cluster 

93.069 Public Health Emergency Preparedness 

93.268 Immunization Cooperative Agreements 

93.558/93.714 TANF Cluster 

93.563 Child Support Enforcement 

93.575/93.596/93.713 CCDF Cluster 

93.658 Foster Care – Title IV-E 

93.719 ARRA – State Grants to Promote Health Information Technology 

93.777/93.778 Medicaid Cluster 

93.767 Children’s Health Insurance Program 

93.959 Block Grants for Prevention and Treatment of Substance Abuse 

97.036 Disaster Grants – Public Assistance (Presidentially Declared 
Disasters) 

97.039 Hazard Mitigation Grant 

97.067 Homeland Security Grant Program  
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84.007/84.033/84.037/
84.038/84.063/84.268/
84.375/84.376/84.379/
93.264/93.364/93.342/
93.407/93.925 

Student Financial Assistance Cluster 

R & D Research and Development Cluster 

 
Dollar threshold used to distinguish between Type A and Type B programs: $9,652,469 
 
Auditee qualified as a low risk auditee? No 
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SECTION II 
FINANCIAL STATEMENT FINDINGS 

 
FINDING NUMBER:  F13-1  
 
Lack of Controls Over Financial Statement Adjustments 
 
Condition: 
The Office of Management and Budget does not have adequate internal control to ensure 
adjustments being made to the financial statements contained in the Comprehensive Annual 
Financial Report (CAFR) are proper.  Errors in adjustments made to the fund financial 
statements totaled $54.2 million.  Errors in adjustments made to the government-wide financial 
statements totaled $26.6 million.   
 
Effect: 
The financial statements are at risk of being misstated.   
 
Cause: 
Due to time constraints in producing the CAFR, adjustments are not always thoroughly 
investigated.   
 
Criteria: 
Review and approval procedures are identified as important controls by COSO (Internal Control 
– Integrated Framework by the Committee of Sponsoring Organization of the Treadway 
Commission).   
 
Recommendation: 
We recommend the Office of Management and Budget ensure all CAFR adjustments are 
adequately reviewed for accuracy and ensure all government-wide adjustments are based off 
the most current fund statements. 
 
Views of Responsible Officials / Planned Corrective Actions: 
The Office of Management and Budget agrees with the recommendation.  We will continue to 
work with agencies to receive information in a timely manner, and review legislation to ensure 
the appropriate amount of time is available to properly code and review adjustments.   
 
FINDING NUMBER:  F13-2 (Prior Audit Finding) 
 
Improper Capital Asset Reporting 
 
Condition: 
The Office of Management and Budget (OMB) does not have adequate internal control to 
ensure capital assets are properly reported and the Department of Corrections and 
Rehabilitation (DOCR) does not have adequate controls in place to ensure proper capitalization 
of buildings and proper reporting of construction in progress.  Errors were found during the audit 
of the 2012 Comprehensive Annual Financial Report (CAFR) on the construction in progress 
closing package of DOCR.  OMB was notified of these errors and the necessity to follow up to 
ensure proper amounts were being reported in 2013, yet every number reported by DOCR on 
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the 2013 construction in progress closing package was incorrect as was the amount capitalized 
in the PeopleSoft Asset Management system for the one building completed during 2013 
(overstated by $8.9 million).  The errors in the construction in progress included improper 
additions to (understated $14.1 million) and deletions from (overstated $6.6 million) construction 
in progress and an incorrect ending balance in construction in progress (overstated by $2.8 
million).  With the additional information obtained from DOCR to calculate the errors for 2013, it 
was noted that additional, undiscovered errors existed in 2012 resulting in a prior period 
adjustment to construction in progress of $17.9 million.   
 
Effect: 
Capital assets and the related note disclosures are at risk of being misstated.   
 
Cause: 
Better training and communication is needed along with clearer reporting guidelines (CAFR 
closing packages).   
 
Criteria: 
The publication Internal Control – Integrated Framework from the Committee of Sponsoring 
Organizations (COSO) of the Treadway Commission includes chapters on information and 
communication and control activities that address these areas.   
 
Recommendation: 
We recommend the Office of Management and Budget evaluate controls surrounding capital 
assets to:  1) improve information and communication, including where necessary, applicable 
training covering accounting for building projects as well as proper reporting on closing 
packages; and 2) where applicable, add preventative or detective controls as necessary.   
 
We recommend the Department of Commerce and Rehabilitation implement controls to ensure 
construction in progress is properly accounted for and reported and capital assets are properly 
valued.   
 
Views of Responsible Officials / Planned Corrective Actions: 
The Office of Management and Budget agrees with the recommendation.  We will continue to 
train and communicate with the agencies to ensure closing packages are completed accurately.  
We also plan to develop preventative and detective controls for all building projects within the 
state. 
 
The Department of Corrections and Rehabilitation concurs with the above recommendation.  
Internal controls have been implemented to ensure capital assets are properly reported and 
valued.   
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FINDING NUMBER:  F13-3 (Prior Audit Finding) 
 
Improper Reconciliation of Motor Vehicle Clearing Account  
 
Condition: 
The Department of Transportation is not properly reconciling the motor vehicle clearing account.  
Monies are transferred to the State Treasurer on a monthly basis, however the Department of 
Transportation is unable to completely identify the proper allocation of the remaining funds.  
Consequently, monies remain undisbursed from the motor vehicle clearing account each month.   
 
Effect: 
Without a proper reconciliation, there is an unacceptably high risk of errors in the management 
of the motor vehicle clearing account and monthly transfer to the State Treasurer and related 
distributions.   
 
Cause: 
The Vehicle Registration and Titling System was not designed to provide the necessary 
reconciliations.   
 
Criteria: 
Proper reconciliation procedures are identified as critically important controls by COSO (Internal 
Control – Integrated Framework by the Committee of Sponsoring Organizations of the 
Treadway Commission).   
 
Recommendation: 
We recommend the Department of Transportation properly reconcile the motor vehicle clearing 
account.   
 
Views of Responsible Officials / Planned Corrective Actions: 
NDDOT agrees with the finding and recommendation. 
 
It should be noted that Motor Vehicle management and NDDOT internal staff have reviewed the 
collection and deposit activities for the Motor Vehicle Division and have determined that all 
revenues received are being deposited into the Motor Vehicle clearing account in the Bank of 
North Dakota. 
 
Existing controls as well as controls that have been implemented are designed to ensure 
segregation of duties and verification that all funds are properly deposited and accounted for.  
Existing controls include the following:  Online transactions are automatically deposited into the 
Motor Vehicle Clearing account at the Bank of North Dakota.  In-house transactions are 
reconciled daily to the daily drawer report from the Vehicle Registration Titling System (VRTS).  
Motor Carrier funds received in house are reconciled daily to the Commercial Vehicle 
Information System Network (CVISN).   
 
Controls that have been implemented include:  Each month the Bank of North Dakota clearing 
account is reconciled to ensure that proper supporting documentation is attached for all debits 
and credits passing through the account during the month.  Branch payments are reconciled to 
drawer reports from VRTS once received in the Bismarck office.  Should Motor Vehicle or Motor 
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Carrier drawer report be over/short cash the discrepancy is tracked and reported to the 
employee’s supervisor.  This ensures that there are no patterns or consistency in the same 
individual having discrepancies.  Motor Vehicle accounting staff has created a schedule to 
conduct random audits of any employee using a cash drawer.  Each drawer will be audited once 
per quarter to ensure that the drawer is being used for its intended purpose and that all moneys 
are accounted for throughout the day.   
 
All funds are properly deposited and accounted for in the clearing account; however, the 
problem lies in the fact that the funds are not all being distributed out of the clearing account 
and transferred to the ND State Treasurer’s Office for subsequent distribution.   
 
Reconciliation of the motor vehicle clearing account is a very complex undertaking.  The primary 
system involved in the processing of the related transactions is the Vehicle Titling and 
Registration System (VRTS).  This system is extremely complex and it is used to process a 
multitude of unique transactions that are allocated to many separate funds as directed by our 
legislature.  The reconciliation problems that have been encountered likely stem from 
procedural and/or information technology issues as related to the VRTS system since the VRTS 
system was not designed to have a financial reconciliation function.  Also, any problems with 
distribution may stem from the fact that the current VRTS system is incapable of handling the 
complex and multiple distributions required by law.   
 
To attempt to resolve this issue, NDDOT assembled a large, multi-disciplinary task force made 
up of individuals with accounting, auditing, Motor Vehicle, and information technology expertise.  
This group actively worked on the reconciliation project for more than two years.  Each unique 
category of transaction was researched, mapped and traced through the VRTS system in a test 
environment.  As discrepancies were revealed through this process, procedural and/or 
information technology solutions were developed, implemented, and further tested to ensure 
that a satisfactory solution was put in place.  
 
While the task force identified and resolved several issues affecting the reconciliation, they were 
not able to fully reconcile the Motor Vehicle clearing account.   
 
NDDOT addressed the VRTS problems with the 2013 Legislature.  It was emphasized that the 
VRTS system is approximately 12 years old and has major deficiencies that very significantly 
hinder the ability to meet the current Motor Vehicle registration and reporting needs, including 
the account reconciliation issue.  To address the numerous problems with the VRTS system, 
the 2013 Legislature approved a major IT project to replace the system and appropriated 
funding for the replacement.  Accordingly, the NDDOT efforts to reconcile the clearing account 
under the VRTS system have been discontinued and efforts are now focused on obtaining and 
implementing a replacement to the VRTS system.  One of the requirements for the new system 
is that it must fully support reconciliation of all related accounts.   
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FINDING NUMBER:  F14-1 (Prior Audit Finding) 
 
Improper Reconciliation of Motor Vehicle Clearing Account 
 
Condition: 
The Department of Transportation is not properly reconciling the motor vehicle account.  Monies 
are transferred to the State Treasurer on a monthly basis, but the Department of Transportation 
is unable to completely identify the proper allocation of the remaining funds.  Consequently, 
monies remain undisbursed from the motor vehicle clearing account each month.   
 
Effect: 
Without a proper reconciliation, there is an unacceptably high risk of errors in the management 
of the motor vehicle clearing account and monthly transfer to the State Treasurer and related 
distributions.   
 
Cause: 
The Department of Transportation failed to implement this recommendation in the past two 
audits as the Vehicle Registration and Titling System (VRTS) was not designed to provide the 
necessary reconciliation. 
 
Criteria: 
Proper reconciliation procedures are identified as critically important controls by COSO (Internal 
Control – Integrated Framework by the Committee of Sponsoring Organizations of the 
Treadway Commission). 
 
Recommendation: 
We recommend the Department of Transportation implement procedures to properly reconcile 
the motor vehicle clearing account. 
 
Views of Responsible Officials / Planned Corrective Actions: 
NDDOT agrees with the finding and recommendation.   
 
It should be noted that Motor Vehicle management and NDDOT internal audit staff have 
reviewed the collection and deposit activities for the Motor Vehicle Division and have 
determined that all revenues received are being deposited into the Motor Vehicle clearing 
account in the Bank of North Dakota. 
 
Existing controls as well as controls that have been implemented are designed to ensure 
segregation of duties and verification that all funds are properly deposited and accounted for.  
Existing controls include the following:  Online transactions are automatically deposited into the 
Motor Vehicle Clearing account at the Bank of North Dakota.  In-house transactions are 
reconciled daily to the daily drawer report from the Vehicle Registration Titling System (VRTS).  
Motor Carrier funds received in-house are reconciled daily to the Commercial Vehicle 
Information System Network (CVISN). 
 
Controls that have been implemented include:  Each month the Bank of North Dakota clearing 
account is reconciled to ensure that proper supporting documentation is attached for all debits 
and credits passing through the account during the month.  Branch payments are reconciled to 
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drawer reports from VRTS once received in the Bismarck office. Should Motor Vehicle or Motor 
Carrier drawer report be over/short cash the discrepancy is tracked and reported to the 
employee’s supervisor. This ensures that there are no patterns or consistency in the same 
individual having discrepancies. Motor Vehicle accounting staff has created a schedule to 
conduct random audits of any employee using a cash drawer. Each drawer will be audited once 
per quarter to ensure that the drawer is being used for its intended purpose and that all moneys 
are accounted for throughout the day.  
 
All funds are properly deposited and accounted for in the clearing account; however, the 
problem lies in the fact that the funds are not all being distributed out of the clearing account 
and transferred to the ND State Treasurer’s Office for subsequent distribution.   
 
Reconciliation of the motor vehicle clearing account is a very complex undertaking.  The primary 
system involved in the processing of the related transactions is the Vehicle Titling and 
Registration System (VRTS).  This system is extremely complex and it is used to process a 
multitude of unique transactions that are allocated to many separate funds as directed by our 
legislature.  The reconciliation problems that have been encountered likely stem from 
procedural and/or information technology issues as related to the VRTS system since the VRTS 
system was not designed to have a financial reconciliation function. Also, any problems with 
distribution may stem from the fact that the current VRTS system is incapable of handling the 
complex and multiple distributions required by law.  
 
To attempt to resolve this issue, NDDOT assembled a large, multi-disciplinary task force made 
up of individuals with accounting, auditing, Motor Vehicle, and information technology expertise.  
This group actively worked on the reconciliation project for more than two years.  Each unique 
category of transaction was researched, mapped and traced through the VRTS system in a test 
environment.  As discrepancies were revealed through this process, procedural and/or 
information technology solutions were developed, implemented, and further tested to ensure 
that a satisfactory solution was put in place.   
 
While the task force identified and resolved several issues affecting the reconciliation, they were 
not able to fully reconcile the Motor Vehicle clearing account.   
 
NDDOT addressed the VRTS problems with the 2013 Legislature.  It was emphasized that the 
VRTS system is approximately 12 years old and has major deficiencies that very significantly 
hinder the ability to meet the current Motor Vehicle registration and reporting needs, including 
the account reconciliation issue.  To address the numerous problems with the VRTS system, 
the 2013 Legislature approved a major IT project to replace the system and appropriated 
funding for the replacement.  Accordingly, the NDDOT efforts to reconcile the clearing account 
under the VRTS system have been discontinued and efforts are now focused on obtaining and 
implementing a replacement to the VRTS system.  Once of the requirements for the new system 
is that it must fully support reconciliation of all related accounts.   
 
NDDOT has entered into a contract with an entity to replace the VRTS system.  Work will 
commence on the new system in mid-February, 2015.  The new system is expected to be 
operational by late summer of 2016.  
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FINDING NUMBER:  F14-2  
 
Taxes Receivable Errors 
 
Condition: 
The Office of the State Tax Commissioner’s original taxes receivable closing package was 
misstated.  Closing package amounts are used by the Office of Management and Budget to 
prepare the state’s financial statements.   
 
Effect: 
Prior to corrections, taxes receivable were overstated by approximately $28 million and the 
allowance for doubtful accounts was overstated by approximately $18 million.   
 
Cause: 
Software consultants made last minute changes without notifying the appropriate personnel.  
This resulted in some of the amounts included in the taxes receivable balance to include 
accounts where payments were received by the Office of State Tax Commissioner on June 30, 
2014, and therefore were no longer receivables at fiscal year-end.   
 
Criteria: 
The Office of Management and Budget requires closing packages to be in proper order to 
accurately prepare the state’s financial statements.   
 
Recommendation: 
We recommend the Office of the State Tax Commissioner take steps to insure software 
changes are properly implemented and communicated to the necessary personnel.   
 
Views of Responsible Officials / Planned Corrective Actions: 
The Office of the State Tax Commissioner provided the Office of Management and Budget an 
adjusted taxes receivable closing package in time to be included in the state’s 2014 financial 
statements.  Procedures when backing out and reinstating program changes for taxes 
receivable reports are being updated to ensure changes are properly implemented and 
communicated to staff.   
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DEPARTMENT OF HEALTH 
 

Finding 2014‐001 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Disease Control and Prevention 

CFDA # 93.069 

Public Health Emergency Preparedness 

Questioned Cost: $0 

 

Condition:  
The  Health  Department,  Public  Health  Emergency  Preparedness  Program,  does  not  have  adequate 
subrecipient monitoring procedures.  During fiscal year 2013 there were no desk reviews completed and 
during  fiscal year 2014 one of  the nine  subrecipients  selected  for  testing did not have a desk  review 
completed.   
 
Criteria: 
The A‐133 Compliance Supplement Part 3 states that monitoring activities normally occur throughout the 
year and may take various forms such as reviewing financial and performance reports submitted by the 
subrecipient. 
 
Cause: 
New  grants management  personnel  were  unable  to  locate  any  documentation  pertaining  to  these 
reviews. 
 
Effect: 
Subrecipient noncompliance with federal requirements may go undetected.  
 
Recommendation: 
We recommend the Department of Health, Public Health Emergency Preparedness Program, strengthen 
subrecipient monitoring procedures surrounding desk reviews.   
 
Department of Health Response/Corrective Action Plan: 
The Public Health Emergency Preparedness program agrees with the recommendation identified above.  
In  addition  to  desk  reviews  our  monitoring  program  consists  of  extensive  program  contact  with 
subrecipients through video conference, and submission and review of progress reports.  The monitoring 
activities described herein continued during the audit target years of 2013 and 2014, as well as additional 
years.    During  the  year  2014,  we  documented  desk  reviews  for  52  out  of  54  subrecipients.    We 
acknowledge that we are not able to produce documentation of desk reviews that were completed for 
2013  due  to  turnover  in  grant  management  staff.  However,  the  substantial  monitoring  previously 
described, including annual desk reviews of local public health and tribal subrecipients, continues in the 
PHEP program.  
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DEPARTMENT OF HUMAN SERVICES 
 

Finding 2014‐002 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.777, 93.778 

Medicaid Cluster 

Questioned Cost: $0 

 

Condition:  
The  Surveillance  Utilization  Review  Section  (SURS)  sampling  plan  was  properly  designed  but  not 
properly  executed  to  identify  suspected  cases  of  fraud within  the Medicaid  Program.    Some  of  the 
deficiencies include: 

 Sampling activities are not consistently documented; 
 Samples are not always expanded when errors are detected in accordance with the SURS sampling 

plan; 
 A quarterly provider audit was not performed during the 4th quarter of 2013 and 1st quarter of 

2014.    Several  ad hoc  audits  appear  to have been done  as  replacement  audits, however, no 
documentation exists to  indicate the ad hoc audits were performed as replacement audits and 
the SURS sampling plan does not  indicate  that ad hoc audits can be performed  instead of the 
required quarterly provider audits; 

 Sampling results are not tracked in a manner to identify patterns that may indicate fraud or abuse; 
and 

 The SURS did not sufficiently document and conclude on actions taken to identify fraud and abuse. 

Criteria: 
42 CFR part 455 requires states to have methods and criteria for identifying suspected fraud cases.  One 
of those methods required is a properly designed and executed sampling plan. 
 
The  North  Dakota  SURS  Sampling  Plan  outlines  the  type  and  frequency  of  audits  to  be  performed, 
requires samples to be properly documented, and samples to be expanded when errors are detected. 
 
Cause: 
Failure  to  fully  implement  a prior  Single Audit  finding.    The  SURS  sampling plan was not  adequately 
followed. 
 
Effect: 
Significant provider and recipient errors could potentially exist with the North Dakota Medicaid program 
without being pursued or detected. 
 
Recommendation: 
We recommend the Department of Human Services ensure the SURS sampling activities are executed in 
accordance with the SURS sampling plan by ensuring: 

 Sampling activities are properly documented; 



STATE OF NORTH DAKOTA 
SCHEDULE OF FEDERAL FINDINGS AND QUESTIONED COSTS 

 
For Fiscal Years Ended June 30, 2014 and 2013 

 

84 
 

 Samples are expanded when errors are detected in accordance with the SURS sampling plan; 
 Quarterly audits are performed every quarter; 
 Sampling results are tracked in manner to identify patterns of fraud and abuse; and 
 Conclusions and actions taken to identify fraud and abuse are sufficiently documented. 

 
Department of Human Services Response/Corrective Action Plan: 
The Department will  ensure  the  SURS  sampling  activities  are  executed  in  accordance with  the  SURS 
sampling plan. 
 

Finding 2014‐003 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.777, 93.778 

Medicaid Cluster 

Questioned Cost: $0 

 

Condition:  
The  Surveillance  Utilization  Review  Section  (SURS)  unit  did  not  perform  adequate  preliminary 
investigations  on  cases  of  suspected  fraud  and  abuse  referred  to  the  unit  and  did  not  adequately 
document the actions taken in the cases.  Out of 20 suspected cases of fraud sampled, we identified 10 
instances where  SURS  did  not  sufficiently  document  and  conduct  preliminary  investigations  of  cases 
referred to them.  Some of these cases may have ended in referrals to the States Attorney or Office of 
Inspector General (OIG). 
 
In addition, no documentation was maintained by the SURS to indicate if cases were properly referred to 
the OIG.  During the audit period $16,480 was recouped as a result of fraud investigations. 
 
Criteria: 
42  CFR  part  455.13  requires  states  to  have  methods  or  criteria  for  identifying  suspected  fraud 
cases,  methods  for  investigating  these  cases,  and  procedures,  developed  in  cooperation  with 
legal authorities, for referring suspected fraud cases to law enforcement officials. 
 
42  CFR  part  455.14  requires  states  to  perform  a  preliminary  investigation  of  Medicaid  fraud  or 
abuse  reported  to  them  to  determine  whether  there  is  sufficient  basis  to  warrant  a  full 
investigation. 
 
42  CFR  part  455.15  requires  states  to  perform  a  full  investigation  or  refer  the  case  to  an 
appropriate  law  enforcement  agency  if  the  findings  of  a  preliminary  investigation  give  the 
agency  reason  to  believe  that  an  incident  of  fraud  or  abuse  has  occurred  in  the  Medicaid 
program. 
 
Cause: 
Failure to fully implement a prior Single Audit finding.    
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Effect: 
Cases of fraud or abuse may not be investigated and /or prosecuted as required.  
 
Recommendation: 
We  recommend  the  Department  of  Human  Services  ensure  preliminary  investigations  are  properly 
documented and performed on all cases of fraud and abuse referred to the unit, determine whether there 
is a sufficient basis to warrant a full investigation, and, when necessary, refer those cases to the proper 
authorities as required. 
 
Department of Human Services Response/Corrective Action Plan: 
The Department will continue  to  improve our process  for documenting preliminary  investigations and 
when necessary, perform a full investigation or ensure they are referred to the proper authorities. 
 

Finding 2014‐004 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.777, 93.778 

Medicaid Cluster 

Questioned Cost: $0 

 

Condition:  
The Surveillance Utilization Review Section (SURS) unit does not operate independently of other Medicaid 
operations.  We noted the following: 

 The  SURS  Unit  is  organized  within  the  Medical  Services  Division  of  the  Department’s 
organizational chart; 

 The  SURS  Administrator  is  responsible  to  the  Program  Integrity  Unit  Administrator  who  is 
responsible to the Director of Medical Services; 

 The SURS Fraud and Abuse Manual requires all quarterly and six month provider reviews to be 
prior approved by the Medical Services Director before execution; and 

 A  significant  amount  of  SURS Unit  resources were  allocated  to work  on  developing  the  new 
Medicaid Management Information System (MMIS). 

 
Criteria: 
Section N of  the OMB A‐133  compliance  supplement  for  the Medicaid program  requires  auditors  to 
consider if the personnel conducting the reviews are sufficiently organized outside the control of other 
Medicaid operations to objectively perform their function. 
 
Cause: 
Failure to fully implement a prior Single Audit finding. 
 
Effect: 
As there is a lack of independence between Medicaid operations and the SURS, the effectiveness of the 
unit may be diminished.   SURS employees may be  less  likely  to  report  irregularities knowing  that  the 
Medical Services Division may not consider the irregularities a problem.  In addition, the Medical Services 
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Division may  try  to  keep  significant  findings  of  the  SURS  from  going  forward  to  avoid  any  negative 
consequences the findings may have on the Medical Services Division.  Lastly, insufficient resources may 
be allocated to the SURS unit to sufficiently perform their duties. 
 
Recommendation: 
We recommend the Department of Human Services sufficiently organize the SURS unit outside the control 
of other Medicaid operations so the SURS unit can objectively perform their function. 
 
Department of Human Services Response/Corrective Action Plan: 
The  Department  will  consider  reviewing  the  reporting  structure  to  ensure  that  SURS  functions  are 
objectively performed.  
 

Finding 2014‐005 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.777, 93.778 

Medicaid Cluster 

Questioned Cost: Unknown  

 

Condition:  
Starting in January of 2014 the Department of Human Services began using two new systems called MAGI 
in  the  Cloud  and  the  Contingency  System  to  perform  Medicaid  eligibility  determinations.    These 
systems do not have sufficient edit checks and system functionality to ensure eligibility determinations 
are proper.   
 
Criteria: 
The State Medicaid Agency or its designee is required to determine client eligibility in accordance with 
eligibility requirements defined in the approved State plan (42 CFR section 431.10). 
 
The Committee of Sponsoring Organizations  (COSO) of  the Treadway Commission’s  Internal Control – 
Integrated Framework states  that  there should be a variety of control activities suited  to  information 
systems to ensure accuracy and completeness including edit checks used to control data entry. 
 
Cause: 
The determinations made by the MAGI system require caseworkers to manually determine the level of 
eligibility and manually enter the results into a database called the Contingency System. 
 
Effect: 
The review pilot performed by the Quality Control Unit for January 2014 ‐ March 2014 for the Medicaid 
program identified 44 cases out of 175 active cases that had an incorrect eligibility determination.  The 
review identified improper payments of $7,939.  The results of this review were finalized with the Centers 
for Medicare and Medicaid Services on September 19, 2014.  An accurate projection of questioned costs 
was unable to be determined as the information needed to perform the projection was not required to 
be accumulated as part of the review pilot. 
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Recommendation: 
We  recommend  the Department of Human Services develop  system edit  checks and  improve  system 
functionality to ensure eligibility determinations made for the Medicaid program are proper. 
 
Department of Human Services Response/Corrective Action Plan: 
Once  the Department  learned  that  the contingency solutions would be used  longer  than 1‐3 months, 
contingency  system  edits  and  enhancements  continued  to be made.    In  addition,  the Department  is 
finalizing the procurement of a new eligibility system which will contain the necessary edit checks and 
system functionality to ensure eligibility determinations are made properly. 
 

Finding 2014‐006 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.777, 93.778 

Medicaid Cluster 

Questioned Cost: Unknown  

 

Condition:  
North Dakota does not have an established Medicaid Fraud Control Unit that is separate and distinct from 
the Department of Human Services. 
 
Criteria: 
42 CFR part 1007 requires all states to have a Medicaid Fraud Control Unit in operation that is separate 
from  the Medicaid  agency.    42  CFR  parts  455,  456,  and  1002  require  cases  of  fraud  to  be  properly 
identified and investigated. 
 
Cause: 
Failure to fully implement a prior Single Audit finding.  The Department of Human Services contends that 
a waiver granted by  the Federal Government  in 1994,  to waive  the  requirement of a Medicaid Fraud 
Control Unit,  is  still  in  effect  despite  significant  changes  in  circumstances  since  it was  granted.  The 
Department of Human Services has been working with the Centers for Medicare and Medicaid Services 
(CMS) to resolve the prior audit finding related to the Medicaid Fraud Control Unit and as of the end of 
the audit period CMS has not provided a response to the Department of Human Services on this issue. 
 
Effect: 
Cases  of  fraud  occurring within North  Dakota's Medicaid  program  during  the  audit  period may  not 
be properly identified, investigated, and referred to the proper authorities. 
 
Recommendation: 
We recommend the Department of Human Services apply for a new Federal waiver or work to create a 
Medicaid Fraud Control Unit that is separate and distinct from the Department of Human Services. 
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Department of Human Services Response/Corrective Action Plan: 
In November 2010  the Department contacted  the Centers  for Medicare and Medicaid Services  (CMS) 
inquiring to what extent conditions needed to change to require a new waiver request be submitted.  The 
most recent information was requested by and sent to CMS in November 2011 and the Department has 
received no further response.  Recently, the Health and Human Services (HHS) Office of Inspector General 
(OIG) announced their audit work plan for 2015.  Included in the HHS OIG Work Plan for 2015 is “ ….We 
will also determine whether North Dakota, the only State that does not have a MFCU and that received 
an  exemption  in  1994,  continues  to  operate  under  the  conditions  that  support  the  State’s 
exemption.”  Because HHS OIG will be reviewing the North Dakota MFCU exemption, we will allow their 
office to issue their findings before taking further action. 
 

Finding 2014‐007 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.777, 93.778 

Medicaid Cluster 

Questioned Cost: $169 

 

Condition:  
The Department of Human Services paid claims through the Medicaid Management Information System 
(MMIS) that were not allowable.  Of the 120 claims tested, 2 claims paid a total of $169 incorrectly based 
upon the detailed support received from the provider.  These errors, when projected against the entire 
population, project to a possible error of $1,682,004.   
 
Criteria: 
The  OMB  Circular  A‐133  Compliance  Supplement  for  the Medicaid  program  states  to  be  allowable, 
Medicaid costs for medical services must be: 

 Covered by the State plan and waivers; 
 Reviewed  by  the  State  consistent  with  the  State’s  documented  procedures  and  system  for 

determining medical necessity of claims; 
 Properly coded; and 
 Paid at the rate allowed by the State plan.   

 
Cause: 
The provider billings were incorrectly coded based upon services provided. 
 
Effect: 
The Medicaid program paid unallowable claims. 
 
Recommendation: 
We  recommend  the  Department  of  Human  Services  enhance  its  monitoring  activities  surrounding 
Medicaid payments through additional testing of support from providers. 
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Department of Human Services Response/Corrective Action Plan: 
The  Department will  perform  additional  testing  of Medicaid  payments  and will  request  and  review 
applicable support from providers.  
 

Finding 2014‐008 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.777, 93.778 

Medicaid Cluster 

Questioned Cost: Unknown  

 

Condition:  
Starting January 1, 2014 the North Dakota Department of Human Services’ (DHS) procedures to identify 
medical services that are the legal obligation of third parties were not sufficient for certain recipients that 
were held in the contingency system called Mini‐App. 
 
Criteria: 
42 CFR 433.138 requires the State agency to take reasonable measures to determine the legal liability of 
the third parties who are liable to pay for services furnished. 
 
Cause: 
On January 1, 2014 DHS began using Mini‐App to determine Medicaid eligibility.   The Mini‐App system 
was not initially designed to communicate third‐party liability (TPL) data to the claims payment system or 
to perform the data match with the vendor Health Management Systems. 
 
Effect: 
The DHS Medicaid program may have paid  for medical  services  that are  the  legal obligation of  third 
parties. 
 
Recommendation: 
We  recommend  the  North  Dakota  Department  of  Human  Services  update  the Mini‐App  system  to 
ensure a sufficient TPL data match process is in place to augment the identification of medical services 
that are the legal obligation of third parties. 
 
Department of Human Services Response/Corrective Action Plan: 
The Department has worked with  Information Technology Department and programmed a  file  for the 
recipients in the Mini‐App (excluding expansion recipients) to go back to January 1, 2014.  The file was 
sent to Health Management Systems who will check for third party liability of recipients in the Mini‐App 
(excluding expansion recipients) that had any eligibility from January 1, 2014 to present.  Therefore, the 
Department will identify any third party liability that may have been available for these recipients and will 
adjust claims back to January 1, 2014 (dates of service) accordingly. 
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Finding 2014‐009 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.777, 93.778 

Medicaid Cluster 

Questioned Cost: Unknown  

 

Condition:  
The Department of Human Services (DHS) did not maintain the required eligibility documentation, which 
includes  current  license  information,  eligibility  checklists,  and  provider  agreements,  in  the  provider 
eligibility files.   Findings related to provider eligibility files have been  issued  in the previous four Single 
Audits. 
 
Criteria: 
The North Dakota Medicaid State Plan section 4.13 requires DHS to obtain a provider agreement.   
   
42 CFR part 455, subpart B (sections 455.100 ‐ 455.106) discusses required disclosure of information by 
providers including tax information.  
   
In order to receive Medicaid payments providers of medical services must be licensed in accordance with 
Federal, State, and local laws and regulations (42 CFR sections 431.107 and 447.10; and section 1902 (a) 
(9) of the Social Security Act). 
 
Cause: 
Failure to fully implement a prior single audit finding which was originally issued in the 2005‐2006 single 
audit.   Management  indicated that all resources have been dedicated to  implementing the new MMIS 
system for the State of North Dakota which resulted in DHS not updating the old system provider files. 
 
Effect: 
The Department of Human Services could be  inappropriately paying  ineligible providers with Medicaid 
funds. 
 
Recommendation: 
We recommend the Department of Human Services update Medicaid provider eligibility files to ensure 
current  license  information,  eligibility  checklists,  and provider  agreements  are maintained within  the 
provider eligibility files.  
 
Department of Human Services Response/Corrective Action Plan: 
The Department is in the process of revalidating 100% of providers who plan to continue enrollment with 
North Dakota Medicaid once we transition to Health Enterprise (Enterprise MMIS).  Once North Dakota 
Health Enterprise, MMIS is in production, the provider files must be current in order for the system to pay 
claims.   
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The Department continues to have two full‐time temporary and two fulltime permanent staff processing 
enrollments; staff are working on enrollments  in both Legacy and Health Enterprise.   Additionally, the 
Department has contracted with two vendors to assist with the Health Enterprise provider enrollment 
activities.  The Department is transitioning from paper provider files to electronic provider files. 
 

Finding 2014‐010 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.777, 93.778 

Medicaid Cluster 

Questioned Cost: Unknown 

 

Condition:  
The Department of Human Services does not have a process in place to ensure access rights to the fee 
schedule in the Medicaid System are appropriate. 
 
Criteria: 
Proper  internal controls, as documented  in  the Committee of Sponsoring Organizations  (COSO) of  the 
Treadway Commission's  Internal Control  ‐  Integrated Framework,  include  limiting access  to computer 
systems to only individuals that need access for their job duties and ensuring proper segregation of duties. 
 
Cause: 
The Department does not have written policies and procedures related to monitoring fee schedule access 
rights. 
 
Effect: 
The possibility exists for unauthorized changes being made to the fee schedule resulting in overpayments 
being made with Medicaid funds.  
 
Recommendation: 
We recommend the Department of Human Services develop procedures to ensure access rights to the 
Medicaid fee schedule are reviewed on a recurring basis to ensure access is properly limited. 
 
Department of Human Services Response/Corrective Action Plan: 
The Department will develop procedures to ensure access rights to Medicaid fee schedules are reviewed 
annually. 
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Finding 2014‐011 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.777, 93.778 

Medicaid Cluster 

Questioned Cost: Unknown  

 

Condition:  
The Department of Human Services does not have a process in place to ensure access rights to the Vision 
eligibility system are appropriate. 
 
Criteria: 
Proper  internal controls, as documented  in  the Committee of Sponsoring Organizations  (COSO) of  the 
Treadway Commission's  Internal Control  ‐  Integrated Framework,  include  limiting access  to computer 
systems to only individuals that need access for their job duties and ensuring proper segregation of duties. 
 
Cause: 
Failure to implement a prior Single Audit finding. 
 
Effect: 
The possibility exists for unauthorized changes being made to eligibility records and violations of Health 
Insurance Portability and Accountability Act (HIPAA) regulations. 
 
Recommendation: 
We recommend the Department of Human Services develop procedures to ensure access rights to the 
Vision eligibility system are reviewed on a recurring basis to ensure access is properly limited. 
 
Department of Human Services Response/Corrective Action Plan: 
The Department has developed procedures  to ensure access rights  to  the Vision system are reviewed 
annually along with the mainframe user id audit. 
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Finding 2014‐012 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.777, 93.778 

Medicaid Cluster  

Questioned Cost: Unknown 

 

Condition:  
The Department does not have sufficient procedures  in place  to ensure out‐of‐state hospitals, out‐of‐
state nursing facilities, and in‐state and out‐of‐state ICF/ID facilities meet the prescribed health and safety 
standards, however, the Department of Human Services has implemented procedures to ensure in‐state 
hospitals  and  in‐state  nursing  facilities  enrolled  in  the  North  Dakota  Medicaid  Program  meet  the 
prescribed health and safety standards.    
 
Criteria: 
The OMB Circular A‐133 Compliance Supplement states "providers must meet the prescribed health and 
safety standards for hospitals, nursing facilities and ICF/IDs (42 CFR part 442)." 
 
Cause: 
Failure to fully implement a prior Single Audit finding.  The Department has not developed the required 
monitoring procedures to ensure all providers are meeting the standards. 
 
Effect: 
The Department runs the risk of enrolling providers who do not meet the prescribed health and safety 
standards.   Providers who do not meet  these  standards are not eligible  to  receive payments  through 
Medicaid. 
 
Recommendation: 
We  recommend  the  Department  of  Human  Services  implement  procedures  to  ensure  out‐of‐
state hospitals, out‐of‐state nursing facilities, and ICF/ID facilities enrolled in the North Dakota Medicaid 
Program meet the prescribed health and safety standards and maintain documentation that the provider 
has met the standards on a yearly basis. 
 
Department of Human Services Response/Corrective Action Plan: 
The  Department  will  consider  developing  procedures  to  ensure  out‐of‐state  hospitals,  out‐of‐state 
nursing facilities, and ICF/ID facilities meet the prescribed health and safety standards. 
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Finding 2014‐013 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.777, 93.778 

Medicaid Cluster 

Questioned Cost: $0 

 

Condition:  
The risk analysis created by the Department of Human Services for the Medicaid program did not include 
the following required elements:  

 Personnel practices;  
 A review of all ADP system security installations such as eligibility systems; and 
 Consideration of service organization internal controls. 

 
Criteria: 
The OMB Circular A‐133 Compliance Supplement requires that state agencies establish and maintain a 
program  for  conducting  a  periodic  risk  analysis  on  the  existing  Medicaid  systems  including  any 
additions/modifications  to  the  systems.   State agencies  shall perform  the analysis of  the  system on a 
biennial basis.   The State agency  shall maintain pertinent  supporting documentation.   45 CFR  section 
95.621 lists the required elements. 
 
Cause: 
Failure to fully implement a prior Single Audit finding. 
 
Effect: 
As the risk analysis has not been properly completed there is the possibility that appropriate, cost effective 
safeguards will not be incorporated into new and existing systems.  Security over different areas of the 
system can also become compromised bringing into question the validity of the data contained within the 
system. 
 
Recommendation: 
We  recommend  the  Department  of  Human  Services  include  all  elements  in  the  risk  analysis  of  the 
Medicaid  system as  required by  the OMB Circular A‐133 Compliance Supplement and 45 CFR  section 
95.621. 
 
Department of Human Services Response/Corrective Action Plan: 
The Department will continue to enhance procedures surrounding the Medicaid risk analysis and ensure 
adequate documentation is included for all required elements.    
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Finding 2014‐014 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.777, 93.778 

Medicaid Cluster 

Questioned Cost: $0 

 

Condition:  
The Department of Human Services did not submit drug rebate utilization data to the Centers for Medicare 
and Medicaid Services (CMS) within 60 days after the end of the quarter.  The non‐compliance occurred 
during two quarters of the audit period. 
 
Criteria: 
Section 1927 (b)(2)(A) of the Social Security Act requires the data to be submitted within 60 days after the 
end of the quarter. 
 
Cause: 
Failure  to  fully  implement  a  prior  Single  Audit  finding.    The  outside  service  organization,  Health 
Information Designs, did not submit the utilization data in a timely manner as required. 
 
Effect: 
Noncompliance with federal laws and regulations. 
 

Recommendation: 

We recommend the Department of Human Services submit drug rebate utilization data to CMS within 60 
days after the end of the quarter. 
 
Department of Human Services Response/Corrective Action Plan: 
The Department will continue to work with Health Information Designs and the Information Technology 
Department to ensure the drug utilization data is submitted to CMS within 60 days after the end of the 
quarter. 
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Finding 2014‐015 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Administration for Children and Families 

CFDA # 93.575, 93.596 

CCDF Cluster 

Questioned Cost: $7,726 

 

Condition:  
The  Child  Care  Assistance  Program  failed  to  sufficiently  follow  up  on  a  suspected  fraud  case.  
Documentation in a case file indicated an anonymous phone call had been received reporting a Child Care 
Assistance recipient had intentionally falsified income and household information to receive benefits.  The 
county eligibility worker began to investigate further by contacting the recipient, pulling IVES information, 
and getting additional pay stubs.  However, the investigation stopped and there was no final assessment 
of an intentional program violation or a recoupment amount.  This individual was being investigated for a 
SNAP disqualification during the same time.  The investigation through the SNAP program was completed 
and a 10 year program disqualification was issued under that program.  
 
Criteria: 
The 45 CFR 98.60  (2)(h)(i) states "Lead Agencies shall recover child care payments that are a result of 
fraud.  These payments shall be recovered from the party responsible for committing the fraud." 
 
Cause: 
The  policies  and  procedures  developed  for  identification  and  recoupment  of  intentional  program 
violations in the Child Care Assistance Program were not adequately followed.  
 
Effect: 
An individual received $7,726 in Child Care Assistance benefits over a three year period using potential 
falsified information. 
 
Recommendation: 
We recommend the Department of Human Services ensure the counties properly follow the policies and 
procedures developed for  identification and recoupment of  intentional program violations  in the Child 
Care Assistance program to ensure recipients don't receive improper benefits. 
 
Department of Human Services Response/Corrective Action Plan: 
The Department will continue to train the counties to ensure the policies and procedures for identification 
and  recoupment of  intentional program  violations  in  the Child Care Assistance program  are properly 
followed.   
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Finding 2014‐016 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Administration for Children and Families 

CFDA # 93.575, 93.596 

CCDF Cluster 

Questioned Cost: $0 

 

Condition:  
Child Care eligibility workers have the ability to process duplicate and other  improper payments  in the 
Child Care Assistance System.  Weaknesses within the system are identified as the following:   

 One child can be entered with multiple social security numbers;  

 The same child can be entered with first and last name switched;  

 The state rate maximum is only calculated on a per payment basis not a per month basis;  

 Payments can be made to multiple providers in one month; and  

 Exception reports are not generated and reviewed.  
 
Criteria: 
OMB Circular A‐133 Compliance  Supplement  Section 6  for  Internal Control  states  that  computer and 
program controls should include edit checks.  
 
Cause: 
Failure to implement a prior Single Audit finding.  There is a lack of built‐in system controls in the Child 
Care Assistance System to prevent duplicate and other improper payments. 
 
Effect: 
Child Care eligibility workers can process duplicate and other improper payments without detection.  Also, 
the  identified weaknesses could allow  for  fraudulent payments  to occur whether they are  initiated by 
recipients, providers, or eligibility workers.  
 
Recommendation: 
We  recommend  the Department  of Human  Services  properly  implement  system  controls  to  prevent 
duplicate and other improper payments from being made from the Child Care Assistance System.  
 
Department of Human Services Response/Corrective Action Plan: 
The Department  is  aware of  limitations within  the Child Care payment  system.    System  changes  are 
currently being tested and these changes are anticipated to be in place by September 1, 2014.  During the 
audit period, the Department continued to sample and review case files to ensure duplicate and other 
improper payments weren’t made.   
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Finding 2014‐017 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Administration for Children and Families 

CFDA # 93.575, 93.596 

CCDF Cluster 

Questioned Cost: $0 

 

Condition:  
No  controls  exist  for  ensuring  that  individual  eligibility  workers  are  collecting  and  maintaining  all 
applicable information for Child Care Assistance eligibility determinations and benefit payments.  Twenty‐
eight of sixty cases tested had missing  information such as birth records,  income records, and daycare 
billing forms.  This information had to be re‐requested by the county eligibility workers.  
 
Criteria: 
Part  6  of  the OMB  Circular A‐133  Compliance  Supplement  states  that  a manual  criteria  checklist  or 
automated process should be used in making eligibility determinations. 
 
Part 4 of the OMB Circular A‐133 Compliance Supplement for the CCDF Cluster, section III (E) (1) states 
that lead agencies must have in place procedures for documenting and verifying eligibility.  
 
Cause: 
The Department of Human Services did not develop or  implement controls for ensuring that  individual 
eligibility workers  are  collecting  and maintaining  all  applicable  information  for  Child  Care Assistance 
eligibility determinations.  
 
Effect: 
The lack of controls may result in benefit payments being issued for an individual that should not have 
been deemed eligible for the Child Care Assistance Program.  Also, benefit payments could be fraudulent 
or inaccurate due to missing information.  
 
Recommendation: 
We recommend the Department of Human Services develop and implement controls to ensure that all 
individual  eligibility workers  are  collecting  and maintaining  all  applicable  information  for  Child  Care 
Assistance eligibility determinations. 
 
Department of Human Services Response/Corrective Action Plan: 
The Department will continue to work with the counties to ensure they are collecting and maintaining all 
applicable information for the Child Care Assistance eligibility determinations.   
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Finding 2014‐018 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Administration for Children and Families 

CFDA # 93.575, 93.596 

CCDF Cluster 

Questioned Cost: $0 

 

Condition:  
The Child Care Assistance Program did not conduct compliance inspections of self‐declared providers that 
would ensure health and safety requirements are being met prior to January 1, 2014 when a new policy 
to conduct these compliance inspections was implemented.  The total amount of payments paid to self‐
declared providers prior to that date was $3,340,896.  
 
Criteria: 
45 CFR 98.41 (d) states "each lead agency shall certify that procedures are in effect to ensure that child 
care providers of services for which assistance is provided under this part, within the area served by the 
Lead Agency, comply with all applicable State, local, or tribal health and safety requirements." 
 
Cause: 
The Child Care Assistance Program did not finalize procedures to perform compliance inspections for self‐
declared providers to ensure that they are complying with applicable health and safety requirements until 
January 2014.  
 
Effect: 
There is potential for health and safety hazards to exist and go undetected.  Also, the Child Care Assistance 
Program is not following regulations set by the Federal Government. 
 
Recommendation: 
No recommendation will be issued because the Department of Human Services developed new policies 
and procedures for all self‐declared renewals and new applications processed after January 1, 2014.  
 

Finding 2014‐019 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Administration for Children and Families 

CFDA # 93.575, 93.596 

CCDF Cluster 

Questioned Cost: $0 

 

Condition:  
The Child Care Assistance Program did not ensure that the  licensing entities for out‐of‐state and tribal 
providers have conducted compliance inspections to verify health and safety requirements are being met. 
The total amount paid to these providers during our audit period was $1,345,353. 
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Criteria: 
45 CFR 98.41 (d) states "each lead agency shall certify that procedures are in effect to ensure that child 
care providers of services for which assistance is provided under this part, within the area served by the 
Lead Agency, comply with all applicable State, local, or tribal health and safety requirements." 
 
Cause: 
The Child Care Assistance Program did not develop procedures to ensure that licensing entities of out‐of‐
state and tribal providers conducted compliance inspections to ensure the providers are complying with 
applicable health and safety requirements.  
 
Effect: 
There  is  a  potential  for  health  and  safety  hazards  to  exist  and  go  undetected.   Also,  the  Child  Care 
Assistance Program is not following regulations set by the Federal Government.  
 
Recommendation: 
We recommend the Department of Human Services develop procedures to ensure that licensing entities 
of  out‐of‐state  and  tribal  providers  conducted  compliance  inspections  to  ensure  the  providers  are 
complying with applicable health and safety requirements.  
 
Department of Human Services Response/Corrective Action Plan: 
The Department currently receives a copy of each out‐of‐state and tribal provider child care license before 
making a payment to the provider.  The Department will consider enhancing our procedures to ensure 
other state or tribal entities followed federal health and safety requirements when they license providers.  
 

Finding 2014‐020 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Administration for Children and Families 

CFDA # 93.575, 93.596 

CCDF Cluster 

Questioned Cost: $740 

 

Condition:  
The Child Care Assistance program did not have appropriate documentation  to  support  the eligibility 
determinations made for 3 of the 60 cases reviewed.   The total error amount was $740.   These errors, 
when projected against the entire population, project to a possible error of $690,196. 
 
Criteria: 
The  Committee  of  Sponsoring Organizations  (COSO)  of  the  Treadway  Commission's  Internal  Control‐
Integrated  Framework  identifies  having  appropriate  supporting  documentation  for  transactions  as  a 
necessary control activity.  
 
Part 4 of the OMB Circular A‐133 Compliance Supplement for the CCDF Cluster, section III (E) (1) states 
that lead agencies must have in place procedures for documenting and verifying eligibility.  
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Cause: 
The  identified errors occurred because  the Department was unable  to  receive case  files or additional 
supporting documentation from the counties.   
 
Effect: 
Payments  were  made  to  providers  on  behalf  of  individuals  whose  eligibility  for  the  Child 
Care Assistance Program could not be verified. 
 
Recommendation: 
We recommend the Department of Human Services ensure the counties collect and maintain appropriate 
supporting documentation for all eligibility determinations made for the Child Care Assistance Program.  
 
Department of Human Services Response/Corrective Action Plan: 
The Department will  continue  to  train  the  counties  to  ensure  they  collect  and maintain  appropriate 
supporting documentation for all eligibility determinations made for the Child Care Assistance Program.  
 

Finding 2014‐021 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Administration for Children and Families 

CFDA # 93.575, 93.596 

CCDF Cluster 

Questioned Cost: $0 

 

Condition:  
The Child Care Assistance Program did not have any written policies or procedures in place for identifying 
or recovering potential provider fraudulent payments that are a result of intentional program violations 
for  a majority  of  the  audit  period.    Adequate  policies  and  procedures  for  provider  fraud were  not 
developed until April 1, 2014.  
 
Criteria: 
The 45 CFR 98.60  (2)(h)(i) states "Lead Agencies shall recover child care payments that are a result of 
fraud.  These payments shall be recovered from the party responsible for committing the fraud." 
 
The Committee of Sponsoring Organizations  (COSO) of  the Treadway Commission's  Internal Control  ‐ 
Integrated Framework states that control policies and procedures must be established and executed to 
help ensure that the actions identified by management as necessary to address risks to achievement of 
the entity's objectives are effectively carried out.  
 
Cause: 
The Department  of Human  Services  did  not  finalize written  policies  or  procedures  for  identifying  or 
recovering potential provider fraud until April 1, 2014.  
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Effect: 
Potential provider fraud in the Child Care Assistance Program may not be identified or recovered. 
 
Recommendation: 
No recommendation will be issued since the Department of Human Service implemented this as of April 1, 
2014.  
 

Finding 2014‐022 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Administration for Children and Families 

CFDA # 93.575, 93.596, 93.044, 93.045, 93.053 

CCDF Cluster and Aging Cluster 

Questioned Cost: Unknown 

 

Condition:  
Proper documentation was not provided to support payroll charges to the Aging and CCDF Clusters.  Two 
out of 25 paychecks selected for testing in the Aging Cluster and three of 23 tested in the CCDF Cluster 
did not have a time sheet or certification supporting the charge. 
 
Criteria: 
OMB Circular A‐87 Attachment B Section 8(h)(4) states "where employees work on multiple activities or 
cost objectives, a distribution of their salaries or wages will be supported by personnel activity reports or 
equivalent documentation." 
  
OMB Circular A‐87 Attachment B Section 8(h)(3) states "where employees are expected to work solely on 
Single Federal award or cost objective, charges for their salaries and wages will be supported by periodic 
certifications  that  the  employees  worked  solely  on  that  program  for  the  period  covered  by  the 
certification." 
 
Cause: 
The Department of Human Services did not properly ensure that all necessary payroll certifications and 
timesheets for all employees were received. 
 
Effect: 
Potential for unauthorized payroll to be charged to the Federal programs.  
 
Recommendation: 
We recommend the Department of Human Services  implement procedures to ensure compliance with 
Federal timekeeping requirements.  
 
Department of Human Services Response/Corrective Action Plan: 
The Department will review our current procedures and make changes where necessary.  
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Finding 2014‐023 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.767 

Children’s Health Insurance Program 

Questioned Cost: Unknown  

 

Condition:  
Starting in January of 2014 the Department of Human Services began using two new systems called MAGI 
in the Cloud and the Contingency System to perform Children's Health Insurance Program (CHIP) eligibility 
determinations.   These systems do not have sufficient edit checks and system  functionality  to ensure 
eligibility determinations are proper.   
  
Criteria: 
OMB Circular A‐133 Compliance  Supplement  Section 6  for  Internal Control  states  that  computer and 
program controls should include edit checks.  
 
The Committee of Sponsoring Organizations  (COSO) of  the Treadway Commission's  Internal Control  ‐
Integrated Framework states  that  there should be a variety of control activities suited  to  information 
systems to ensure accuracy and completeness. 
 
Cause: 
The determinations made by the MAGI system require caseworkers to manually determine eligibility and 
manually enter the results into a database called the Contingency System. 
 
Effect: 
The  review pilot performed by  the Quality Control Unit  for  January 2014  ‐ March 2014  for  the CHIP 
program  identified 9 cases out of 23 active cases  that had an  incorrect eligibility determination.   The 
review identified improper payments of $919. The results of this review were finalized with the Centers 
for Medicare and Medicaid Services on September 19, 2014.  An accurate projection of questioned costs 
was unable to be determined as the information needed to perform the projection was not required to 
be accumulated as part of the review pilot. 
 
Recommendation: 
We  recommend  the Department of Human Services develop  system edit  checks and  improve  system 
functionality to ensure eligibility determinations made for the CHIP program are proper. 
 
Department of Human Services Response/Corrective Action Plan: 
Once  the Department  learned  that  the contingency solutions would be used  longer  than 1‐3 months, 
contingency  system  edits  and  enhancements  continued  to be made.    In  addition,  the Department  is 
finalizing the procurement of a new eligibility system which will contain the necessary edit checks and 
system functionality to ensure eligibility determinations are made properly. 
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Finding 2014‐024 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Centers for Medicare and Medicaid Services 

CFDA # 93.767 

Children’s Health Insurance Program 

Questioned Cost: $2,440 

 

Condition:  
One eligibility determination out of  twenty‐five  tested was made  incorrectly  for  the Children's Health 
Insurance Program (CHIP).  The total error amount was $2,440.  This error, when projected against the 
entire population, projects to a possible error of $460,392. 
 
Criteria: 
Section 4 of North Dakota's CHIP State Plan states the Healthy Steps program will cover children whose 
family adjusted gross income is no more than 160% of the federal poverty level. 
 
Cause: 
The eligibility worker entered the wrong income amount for the parent.  If the proper income would have 
been entered the family would have exceeded the income limits of the CHIP program. 
 
Effect: 
Payments made on behalf of an ineligible recipient. 
 
Recommendation: 
We recommend the Department of Human Services ensure eligibility determinations made for the CHIP 
program are proper. 
 
Department of Human Services Response/Corrective Action Plan: 
The Department of Human Services will continue to work to ensure that eligibility determinations for CHIP 
are made  properly.   Ongoing  training will  be  offered  to  all  eligibility workers  that work with  CHIP.  
Currently, if an error is found, the Department of Human Services Regional Representatives are notified 
and additional training is provided to the eligibility worker; this will remain an ongoing practice. 
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Finding 2014‐025 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Administration for Children and Families 

CFDA # 93.658 

Foster Care ‐ Title IV‐E 

Questioned Cost: $0 

 

Condition:  
Although the Foster Care program  is performing eligibility reviews, the Department of Human Services 
does not have written policies and procedures related to the performance of the reviews. With a lack of 
policies and procedures there is no guidance on: 

 How many cases should be reviewed; 
 How often cases should be reviewed; 
 Requiring corrective action plans; 
 Implementing a formal follow‐up process on errors; and 
 Developing a tracking system for errors and follow‐up. 

 
Criteria: 
Part 3, Section M of the A‐133 Compliance Supplement states that a pass‐through entity is responsible for 
monitoring  the  subrecipient's  use  of  Federal  awards  to  provide  reasonable  assurance  that  the 
subrecipient administers Federal awards in compliance with laws and regulations. 
 
The Committee of Sponsoring Organizations of the Treadway Commission states that management needs 
to have a strategy to ensure that ongoing subrecipient monitoring is effective.  
 
Cause: 
The Department of Human Services had turnover in the Foster Care Program limiting resources available 
to complete policies for the program.  
 
Effect: 
The  absence  of  clearly  written  policies  and  procedures  leaves  the  State  vulnerable  to  inconsistent 
operations and ineffective functioning. 
 
Recommendation: 
We recommend the Department of Human Services develop and implement policies and procedures for 
Foster Care Program eligibility reviews. The policies and procedures should include guidance about:  

 How many cases should be reviewed; 
 How often cases should be reviewed; 
 Requiring corrective action plans; 
 Implementing a formal follow‐up process on errors; and 
 Developing a tracking system for errors and follow‐up. 

 
Department of Human Services Response/Corrective Action Plan: 
The Department will document our policies and procedures for Foster Care case file reviews.    
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Finding 2014‐026 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Administration for Children and Families 

CFDA # 93.658 

Foster Care ‐ Title IV‐E 

Questioned Cost: $0 

 

Condition:  
The Foster Care Program's Title IV‐E plan approved by the Administration for Children and Families (ACF) 
did not provide for periodic review of payment rates for Family Foster Care Home maintenance payments 
at  reasonable,  specific,  time‐limited periods  to  ensure  that  rate's  continuing  appropriateness  for  the 
administration of the Title IV‐E program. 
  
Criteria: 
The Title IV‐E agency's plan approved by ACF must provide for periodic review of payment rates for Foster 
care maintenance payments at  reasonable,  specific,  time‐limited periods established by  the Title  IV‐E 
agency to ensure that rate's continuing appropriateness for the administration of the Title IV‐E program 
(42 USC 671 (a)(11); 45 CFR section 1356.21 (m)(l); 45 CFR section 1356.60(a)(l) and (c)).  
 
Cause: 
The Department did not realize this element was missing from the Title IV‐E plan. 
 
Effect: 
As written  procedures  do  not  exist  there  is  the  potential  that  the  review  process  is  not  performed 
consistently from one period to the next. 
  
Recommendation: 
We recommend the Foster Care Program's Title IV‐E plan provide for periodic review of payment rates for 
Family Foster Care Home maintenance payments at reasonable, specific, time‐limited periods to assure 
the rate's continuing appropriateness.  
 
Department of Human Services Response/Corrective Action Plan: 
The Department will update the Foster Care Title IV‐E plan to include our Family Foster Care Policy Manual 

which details the payment rates which are established annually based upon legislative action. 
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Finding 2014‐027 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Administration for Children and Families 

CFDA # 93.558 

TANF Cluster 

Questioned Cost: $513 

 

Condition:  
The Temporary Assistance for Needy Families (TANF) Program did not have appropriate documentation 
to support the eligibility determinations made for 3 of the 60 cases reviewed. The total error amount was 
$513. These errors, when projected against the entire population, project to a possible error of $494,928. 
 
Criteria: 
The  Committee  of  Sponsoring Organizations  (COSO)  of  the  Treadway  Commission's  Internal  Control‐
Integrated  Framework  identifies  having  appropriate  supporting  documentation  for  transactions  as  a 
necessary control activity.  
 
Cause: 
The identified errors occurred because the State was unable to receive a case file or additional supporting 
documentation from one county.   
 
Effect: 
Payments were made to individuals whose eligibility for the TANF Program could not be verified. 
 
Recommendation: 
We  recommend  the  Department  of  Human  Service  collect  and  maintain  appropriate  supporting 
documentation for all eligibility determinations made for the TANF Program.  
 
Department of Human Services Response/Corrective Action Plan: 
The Department will  continue  to  train  the  counties  to  ensure  they  collect  and maintain  appropriate 
supporting documentation for all eligibility determinations made for the TANF Program.  
 

Finding 2014‐028 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Administration for Children and Families 

CFDA # 93.563 

Child Support Enforcement 

Questioned Cost: $0 

 

Condition:  
The Department of Human  Services Child  Support program was not properly drawing down  funds  in 
accordance with the Cash Management Improvement Act (CMIA) agreement during fiscal year 2013.  The 
agency requested Federal reimbursement for journal vouchers that were for retained collections from the 
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Federal share of the TANF program that should have been netted against child support expenditures but 
were instead added to the total of the expenditures in the worksheet used to calculate the amount of the 
federal draw. 
 
Criteria: 
31 CFR 205.15 states that State interest liability may accrue if Federal funds are received by a State prior 
to the day the State pays out the funds for Federal assistance program purposes. State interest liability 
accrues  from  the day Federal  funds are credited  to a State account  to  the day  the State pays out  the 
Federal funds for Federal assistance purposes. 
 
Cause: 
The Department of Human Services had turnover in the position responsible for the federal draws during 
the period noted.  The new staff included expenses that should not have been used for the draws.  
 
Effect: 
The Department of Human Services had more revenues than expenditures in the Child Support program 
for a period of 8 to 41 days, resulting in an interest liability owed to the federal government in the amount 
of $238. 
 
Recommendation: 
We  recommend  the Department of Human Services ensure  funds  for  the Child  Support program are 
drawn down in accordance with the Cash Management Improvement Act agreement. 
 
Department of Human Services Response/Corrective Action Plan: 
The Department will ensure funds for the Child Support program are drawn down in accordance with the 

Cash Management Improvement Act agreement. 

  

Finding 2014‐029 
VARIOUS FEDERAL AGENCIES 

CFDA # All Programs 

Questioned Cost: Unknown  

 

Condition:  
The Department of Human Services (DHS) did not use an appropriate allocation methodology to allocate 
the salaries of 6 fiscal liaisons to the various divisions and indirect cost pool activities the liaisons worked 
on.  Currently, DHS allocates the salaries of the liaisons based on the number of divisions/units the liaison 
works on.  If the liaison is assigned to 4 divisions/units, the salary is allocated 25% to each unit.  DHS does 
not maintain personnel activity reports and does not perform time studies for these employees. 
 
Criteria: 
2 CFR Part 225 Appendix B Section 8(h)(4) states "where employees work on multiple activities or cost 
objectives, a distribution of  their  salaries or wages will be  supported by personnel activity  reports or 
equivalent  documentation  unless  a  statistical  sampling  system  or  other  substitute  system  has  been 
approved by the cognizant Federal agency. 
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Cause: 
The Department stated  the allocation methodology was approved  in  the Department's cost allocation 
plan approved by the Division of Cost Allocation. 
 
Effect: 
Unsupported  salary expenditures are being  charged  to  various grants at DHS.   The  total  salaries and 
benefits of the 6 fiscal liaisons for the audit period was $862,618.  As DHS does not keep time records to 
support the allocation of liaisons salaries an accurate questioned cost could not be calculated. 
 
Recommendation: 
We recommend the Department of Human Services allocate the salaries of the fiscal  liaisons using an 
appropriate allocation methodology that is in compliance with 2 CFR Part 225.  
 
Department of Human Services Response/Corrective Action Plan: 
The  Department will work with  the  Division  of  Cost  Allocation  to  determine  if  a more  appropriate 
allocation method is viable. 
  
DEPARTMENT OF PUBLIC INSTRUCTION 
 

Finding 2014‐030 
VARIOUS FEDERAL AGENCIES 

CFDA # Various 

All Grants with Subrecipients 

Questioned Cost: $0 

 

Condition:  
The  Department  of  Public  Instruction  does  not  have  adequate  procedures  in  place  to  ensure  that 
subrecipients  spending $500,000  in  federal awards have met  the audit  requirements of OMB Circular 
A‐133.  We noted several errors in the monitoring worksheets used by the Department. 
 
Criteria: 
OMB Circular A‐133  requires pass‐through entities  to ensure subrecipients  receive an A‐133 audits as 
required, issue management decisions on audit findings within 6 months, and ensure subrecipients take 
timely and appropriate corrective action on all audit findings. 
 
Cause: 
The  Department  of  Public  Instruction  has  updated  their methodology  for  tracking  the  A‐133  audit 
requirement and the process still needs some enhancements. 
 
Effect: 
The Department of Public Instruction may not be aware of all findings regarding funding they have passed 
through to subrecipients.   
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Recommendation: 
We  recommend  the Department  of  Public  Instruction  implement  controls  to  ensure  they  review  all 
subrecipients A‐133 audit reports. 
 
Department of Public Instruction Response/Corrective Action Plan: 
The Department agrees with the recommendation and will continue to work towards strengthening the 
procedures around A‐133 audit report tracking. 
 
DEPARTMENT OF TRANSPORTATION 

 

Finding 2014‐031 
U.S. DEPARTMENT OF TRANSPORTATION 

Federal Highway Administration 

CFDA # 20.205 

Highway Planning and Construction 

Questioned Cost: $0 

 

Condition:  
The  Department  of  Transportation  (DOT)  does  not  have  proper  procedures  to  ensure  evidence  is 
obtained to verify whether local matching contributions are from non‐federal sources; involved in federal 
funding, directly or indirectly; or were used for another federally‐assisted program. 
 
Criteria: 
2 CFR  Part  200.403  (f)  states  that  except where otherwise  authorized by  statute,  costs must not be 
included as a cost or used to meet cost sharing or matching requirements of any other federally‐financed 
program in either the current or a prior period. 
   
2  CFR  Part  200.306(b)(1)  states  "For  all  Federal  awards,  any  shared  costs  or matching  funds  and  all 
contributions, including cash and third party in‐kind contributions, must be accepted as part of the non‐
Federal entity's cost sharing or matching when such contributions are verifiable  from  the non‐Federal 
entity's records." 
  
2 CFR 200.331(d)  states,  "All pass‐through entities must monitor  the activities of  the  subrecipient as 
necessary  to  ensure  that  the  subaward  is  used  for  authorized  purposes,  in  compliance with  Federal 
statutes, regulations, and  the  terms and conditions of  the subaward; and  that subaward performance 
goals are achieved." 
 
Cause: 
The Department of Transportation included local matching source for the local entities in the agreement 
templates; however, management did not implement further procedures to ensure that the source for 
the local entity was verified. 
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Effect: 
Local match contributions could include funds from other federal sources not authorized, involve federal 
funding, or be used for another federally‐assisted program. 
 
Recommendation: 
We recommend the Department of Transportation ensure evidence  is obtained to verify whether  local 
matching contributions are from an allowable source. 
 
Department of Transportation Response/Corrective Action Plan: 
NDDOT  agrees  with  the  finding.    NDDOT  is  in  the  process  of  developing  and  implementing  a 
comprehensive, department wide program for all aspects of subrecipient monitoring.  This program is to 
be completed and implemented no later than May 1, 2015.  Portions of the comprehensive program that 
have already been developed will be implemented immediately. 
 

Finding 2014‐032 
U.S. DEPARTMENT OF TRANSPORTATION 

Federal Highway Administration 

CFDA # 20.205 

Highway Planning and Construction 

Questioned Cost: $0 

 

Condition:  
The Department of Transportation has not  fully developed, approved, and  implemented policies and 
procedures for the value engineering program. This policy should include: 

 Approval or rejection of recommendations;  
 Monitoring the implementation of recommendations and change proposal recommendations;  
 Identification of all applicable projects in accordance with 23 CFR 627.5;  
 Identification of when additional value engineering analysis should be considered or conducted;  
 Control procedures to ensure a value engineering analysis is conducted on all applicable projects 

including projects administered by subrecipients;  
 Control procedures to ensure all approved recommendations are implemented and documented 

in  a  final  value  engineering  report  prior  to  the  project  being  authorized  to  proceed  to  a 
construction letting;  

 Identification of when value engineering change proposals may be used; analysis, documentation 
basis and process for evaluating and accepting a value engineering change proposal; and how a 
net savings of each value engineering change proposal may be shared between the agency and 
contractor; and 

 Review of any project where a delay occurs between when the final plans are completed and the 
project  advances  to  a  letting  for  construction  to  determine  if  a  change  has  occurred  to  the 
project's scope or design where a value engineering analysis would be required to be conducted.  

 
Criteria: 
Documented policies and procedures are required for the value engineering program in accordance with 
23 CFR 627. 
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Cause: 
The Department of Transportation has not approved and implemented the value engineering policy to be 
in compliance with the Code of Federal Regulations since 2006. The Department of Transportation has 
drafted  value  engineering  policies  in  the  consultant  administrative  services manual;  however,  these 
policies have not been reviewed, approved and implemented. 
 
Effect: 
Noncompliance with Code of Federal Regulations. Potential for applicable projects to not have a value 
engineering analysis resulting in excessive expense of federal funds. 
 
Recommendation: 
We recommend the Department of Transportation develop, approve, and implement a Value Engineering 
Policy in accordance with 23 CFR 627. 
 
Department of Transportation Response/Corrective Action Plan: 
NDDOT agrees with the finding.  NDDOT is in the process of developing a value engineering policy.  The 
value engineering policy will be fully developed, approved, and implemented by May 1, 2015. 
 

Finding 2014‐033 
U.S. DEPARTMENT OF TRANSPORTATION 

Federal Highway Administration 

CFDA # 20.205 

Highway Planning and Construction 

Questioned Cost: $0 

 

Condition:  
The Department of Transportation  (DOT) has not  fully  implemented nor obtained  approval  from  the 
Federal Highway Administration  (FHWA) of qualification‐based selection procedures  (Brooks Act) used 
when  contracting  to procure engineering and design  related  services  for a  construction project using 
Federal‐aid highway  funding. The Department of Transportation has not required the subrecipients  to 
develop written procedures to provide for the following related to procurement of consultant services: 

 Preparing a scope of work, evaluation factors, and cost estimate; 
 Soliciting proposals; 
 Evaluating and ranking proposals and a documented basis of selection; 
 Negotiating the amount to be paid; 
 Monitoring  the  consultant's work  and preparing  a  performance  evaluation when  the work  is 

completed; and 
 Determining the extent to which the consultant, who is responsible for the professional quality, 

technical accuracy, and coordination of services, may be reasonably liable for costs resulting from 
errors or deficiencies in design furnished under its contract (23 CFR section 172.9(a)). 
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Subsequently,  the  Department  of  Transportation  is  required  to  approve  the  written  procedures 
developed by the subrecipients in accordance with 123 CFR section 172.9.  Additionally, the Department 
of  Transportation  has  not  developed  procedures  to monitor  subrecipients  for  compliance  with  the 
required procedures of the Brooks Act. 
 
Criteria: 
State Department of Transportations and  local public agencies  (subrecipients) must use qualification‐
based selection procedures (Brooks Act) when contracting to procure engineering and designed related 
services for construction projects using Federal‐aid highway funding in accordance with 23 USC 112(b)(2) 
and 23 CFR section 172.  Written procedures of the State DOT and subrecipients are required and must 
be approved by the Federal Highway Administration and State DOT, respectively, in accordance with 23 
USC  112(b)(2)  and  23  CFR  section  172.    A  pass‐through  entity  is  responsible  for  monitoring  the 
subrecipient's use of Federal awards to provide reasonable assurance that the subrecipient administers 
Federal awards in compliance with laws, regulations, and the provision of contracts or grant agreements 
and  that  performance  goals  are  achieved,  in  accordance  with  the  OMB  Circular  A‐133  Compliance 
Supplement. 
 
Cause: 
The Department of Transportation has  submitted a draft of preliminary procedures  in  the  consultant 
administrative services manual to the Federal Highway Administration for approval; however, approval 
has not been received and procedures have not been implemented. 
 
Effect: 
Non‐compliance with federal regulations. 
 
Recommendation: 
We  recommend  the  Department  of  Transportation  fully  implement  and  obtain written  approval  of 
qualification‐based selection procedures from FHWA in accordance with 23 CFR section 172.9. 
 
We recommend the Department of Transportation require subrecipients to develop written procedures 
in accordance with 23 USC 112(b)(2) and 23 CFR section 172  including required procedures of 23 USC 
section  172.9  and,  subsequently  approve  the  subrecipient  procedures.    We  also  recommend  the 
Department  of  Transportation  develop  and  perform  subrecipient  monitoring  procedures  to  ensure 
compliance with the required qualification‐based selection procedures of the Brooks Act pursuant to 23 
CFR section 172.9. 
 
Department of Transportation Response/Corrective Action Plan: 
NDDOT agrees with the finding.  Efforts are currently underway to fully implement the recommendation 
by May 1, 2015. 
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Finding 2014‐034 
U.S. DEPARTMENT OF TRANSPORTATION 

Federal Highway Administration 

CFDA # 20.205 

Highway Planning and Construction 

Questioned Cost: Unknown  

 

Condition:  
The Department  of  Transportation  (DOT)  has  not  documented  county  compliance with  final  project 
subrecipient monitoring procedures since 2008. The Department of Transportation performs final project 
reviews of  cities  ensuring  compliance with  various  requirements  including  funding, project  selection, 
environmental impact, public involvement, design standards, utility, and engineering consultant selection. 
These  reviews have not been performed  since 2008  for county projects. During  fiscal years 2013 and 
2014, a total of 37 counties were paid $26,601,308 in grants from the Highway Planning and Construction 
program.  
 
Criteria: 
OMB  Circular  A‐133,  section  .400(d)(3)  requires  a  pass‐through  entity  to  monitor  the  activities  of 
subrecipients to provide reasonable assurance that Federal awards are used for authorized purposes in 
compliance  with  laws,  regulations,  and  the  provisions  of  contracts  or  grant  agreements  and  that 
performance goals are achieved. 
 
Cause: 
Due  to heavy workload  the DOT  failed  to perform subrecipient monitoring  reviews of  the counties as 
required. 
 
Effect: 
Non‐compliance with OMB Circular A‐133 subrecipient monitoring compliance requirements by a pass‐
through entity.   Possible non‐compliance by subrecipients of project agreements with DOT and federal 
requirements. 
 
Recommendation: 
We  recommend  the  Department  of  Transportation  ensure  subrecipient  monitoring  procedures  are 

performed for counties receiving Highway Planning and Construction grants. 

 

Department of Transportation Response/Corrective Action Plan: 

NDDOT  agrees  with  the  finding.    NDDOT  is  in  the  process  of  developing  and  implementing  a 

comprehensive, department wide program for all aspects of sub‐recipient monitoring.  This program is to 

be completed and implemented no later than May 1, 2015.  Portions of the comprehensive program that 

have already been developed will be implemented immediately.  

   



STATE OF NORTH DAKOTA 
SCHEDULE OF FEDERAL FINDINGS AND QUESTIONED COSTS 

 
For Fiscal Years Ended June 30, 2014 and 2013 

 

115 
 

Finding 2014‐035 
U.S. DEPARTMENT OF TRANSPORTATION 

Federal Highway Administration 

CFDA # 20.205 

Highway Planning and Construction 

Questioned Cost: $0 

 

Condition:  
The Department of  Transportation did not  report  all  emergency projects within  the  Federal  Funding 
Accountability and Transparency Act (FFATA) reporting requirements in accordance with 2 CFR part 170. 
There were  at  least  188  emergency  projects with  temporary  payments  during  our  audit  period.  In 
addition, for emergency projects, the Department of Transportation did not obtain the subrecipient's Dun 
and Bradstreet Data Universal Numbering System (DUNS) number and  identify to the subrecipient the 
Federal award information (Catalog of Federal Domestic Assistance (CFDA) title and name and the Federal 
awarding agency). 
 
Criteria: 
Subawards with obligations in excess of $25,000 are required to be reported under the Federal Funding 
Accountability and Transparency Act in accordance with 2 CFR part 170 and DUNS number needs to be 
obtained prior to the subawards issuance.  
  
A pass‐ through entity is responsible for determining whether an applicant for a subaward has provided a 
Dun and Bradstreet Data Universal Numbering System (DUNS) number as part of its subaward application 
and at the time of the subaward, identifying to the subrecipient the Federal award information (i.e., CFDA 
title and number; award name and number;  if  the award  is  research and development; and name of 
Federal awarding agency) and applicable compliance requirements in accordance with OMB Circular A‐
133 Compliance Supplement (Subrecipient Monitoring) Part 3. 
 
Cause: 
The  Department  of  Transportation  misinterpreted  guidance  from  the  Federal  Highway 
Administration North Dakota Division and did not recognize that the FFATA reporting requirements and 
OMB Circular A‐133  subrecipient monitoring  requirements do not allow  for exclusions  for emergency 
projects based on the nature of the projects. 
 
Effect: 
Noncompliance with  FFATA  reporting  requirements  and OMB Circular A‐133  subrecipient monitoring 
compliance requirements. 
 
Recommendation: 
We recommend the Department of Transportation report all federal awards to subrecipients  including 
emergency  projects  within  the  Federal  Funding  Accountability  and  Transparency  Act  reporting 
requirements.   We also  recommend  the Department of Transportation obtain  the DUNS number and 
identify Federal award information to subrecipients of emergency projects. 
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Department of Transportation Response/Corrective Action Plan: 
NDDOT agrees with the finding.  As noted by the State Auditor’s Office in the cause section of the finding, 
NDDOT misunderstood communications with the Federal Highway Administration; as a result NDDOT did 
not properly obtain information and report some payments for temporary repairs on projects funded with 
FHWA emergency relief funding as required by the Federal Funding Accountability and Transparency Act.   
  
NDDOT  has  received  clarification  from  FHWA  and  will  collect  the  proper  data  and  properly  report 
payments for temporary repairs on FHWA emergency relief projects for all future payments. 
 

Finding 2014‐036 
U.S. DEPARTMENT OF TRANSPORTATION 

Federal Transit Administration 

CFDA # 20.509 

Formula Grants for Rural Areas 

Questioned Cost: $0 

 

Condition:  
The Department of Transportation did not comply with Federal Funding Accountability and Transparency 
Act (FFATA) reporting requirements for sub‐awards made after the effective date of October 1, 2010.  The 
agency did not complete FFATA reporting for sub‐awards entered into for the period of July 2012 through 
January 2013 and April 2014 through June 2014. 
 
Criteria: 
FFATA Subaward Reporting Information as prepared by the Federal Transit Administration states all direct 
recipients that pass subawards through to subrecipients are subject to the requirements to report sub‐
award information by the end of the month after the month in which they make any subaward under the 
grant for awards effective after October 1, 2010.   Subawards with obligations  in excess of $25,000 are 
required to be reported under the Federal Funding Accountability and Transparency Act  in accordance 
with 2 CFR part 170. 
 
Cause: 
Due to employee turnover and reassigning employee responsibilities, the Department failed to file the 
FFATA report as required. 
 
Effect: 
Noncompliance with FFATA reporting requirements. 
 
Recommendation: 
We recommend the Department of Transportation properly comply with Federal Funding Accountability 
and Transparency Act reporting requirements of 2 CFR part 170. 
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Department of Transportation Response/Corrective Action Plan: 
NDDOT agrees with the finding.  NDDOT is developing procedures to insure that staff is adequately cross 
trained  and  equipped  so  that  FFATA  reporting  requirements  are properly met  at  all  times,  including 
periods of staff turnover. 
  

Finding 2014‐037 
U.S. DEPARTMENT OF TRANSPORTATION 

Federal Railroad Administration 

CFDA # 20.933 

National Infrastructure Investments 

Questioned Cost: $0 

 

Condition:  
The Department of  Transportation did not  report  the  single  subaward of  the National  Infrastructure 
Investments Program totaling $10 million according Federal Funding Accountability and Transparency Act 
(FFATA) requirements. 
 
Criteria: 
Subawards  with  obligations  in  excess  of  $25,000  are  required  to  be  reported  under  the  FFATA  in 
accordance with 2 CFR part 170. 
 
Cause: 
The Department of Transportation did not ensure FFATA reporting responsibility was properly assigned. 
 
Effect: 
Noncompliance with FFATA reporting requirements. 
 
Recommendation: 
No  recommendation will  be made.  The  single  subaward  of  the  National  Infrastructure  Investments 
program was awarded during federal fiscal year 2013.  The federal fiscal year 2013 reporting period for 
FFATA is considered closed.   
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Finding 2014‐038 
U.S. DEPARTMENT OF TRANSPORTATION 

CFDA # Various 

All Grants with Subrecipients 

Questioned Cost: $0 

 

Condition:  
The Department of Transportation  (DOT) does not have adequate procedures  in place  to ensure  that 
subrecipients spending $500,000 or more  in Federal awards have met the audit requirements of OMB 
Circular A‐133.  Specifically, we noted the following conditions: 

 Procedures  to  identify  annually,  based  on  the  subrecipient’s  fiscal  year,  subrecipients  that 
expended $500,000 or more in Federal awards from all sources have not been implemented; and 

 A tracking system for monitoring subrecipients that require an audit to ensure audit requirements 
are met has not been implemented. 

 
Criteria: 
OMB Circular A‐133  section  .400(d)(4)  requires  that a pass‐through grantor ensure  that  subrecipients 
expending $500,000 or more in Federal awards during the subrecipient's fiscal year have met the audit 
requirements of OMB Circular A‐133.  
 
Cause: 
The Department of Transportation designed procedures to comply with the recommendation; however, 
procedures were not implemented during the audit period. 
 
Effect: 
Subrecipients spending more than $500,000 from all sources including the Department of Transportation 
may not be completing audits as required by the OMB Circular A‐133. 
 
Recommendation: 
We recommend that the Department of Transportation implement procedures to identify annually, based 
on the subrecipient’s fiscal year, subrecipients that spent $500,000 or more  in Federal awards from all 
sources.  We also recommend the developed tracking system for monitoring subrecipients that met the 
A‐133 audit threshold be implemented to ensure all required audits are completed within 9 months of 
the subrecipient’s fiscal year end, management decisions are issued within 6 months of receiving the audit 
report, and timely and appropriate corrective action of all findings.   
 
Department of Transportation Response/Corrective Action Plan: 
NDDOT  agrees  with  the  finding.    NDDOT  is  in  the  process  of  developing  and  implementing  a 
comprehensive, department wide program for all aspects of subrecipient monitoring.  This program is to 
be completed and implemented no later than May 1, 2015.  Portions of the comprehensive program that 
have already been developed will be implemented immediately.  
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GAME AND FISH DEPARTMENT 
 

Finding 2014‐039 
U.S. DEPARTMENT OF THE INTERIOR 

CFDA # 15.605, 15.611 

Sport Fish Restoration Program/Wildlife Restoration and Basic Hunter Education 

Questioned Cost: $11,025 

 

Condition:  
The North Dakota Game and Fish Department (The Department) had unallowable costs during the audit 
period for volunteer recognition banquet expenses. The Department paid for guest meals at a volunteer 
instructor's  banquet  that  were  determined  to  be  ineligible  expenses  because  the  guests  were 
not  volunteer  instructors.  There were  also  some  trapping  (fur bearer)  instructors  that  attended  that 
should not have been paid out of this federal program.  This is an annual banquet and errors were noted 
in both years.   
 
2013 

 CFDA 15.605 – Sportfish Restoration Program ‐ $612 in meal errors were noted. 
 CFDA 15.611 – Wildlife Restoration and Basic Hunter Education Program ‐ $4,772 in meal errors 

were noted. 
2014 

 CFDA 15.605 – Sportfish Restoration Program ‐ $173 in meal errors were noted. 
 CFDA 15.611 – Wildlife Restoration and Basic Hunter Education Program ‐ $4,758 in meal errors 

were noted.   
 The Department incorrectly paid $710 in sales tax to the catering company on the banquet meals.   

 
Criteria: 
2 CFR 225 Appendix A, section C(1) requires that for costs to be considered allowable under a Federal 
award, the costs must be: 

 Necessary and reasonable  for proper and efficient performance and administration of Federal 
awards; and 

 Authorized or not prohibited under State or local laws or regulations. 
    
North Dakota Century Code Section 57‐39.2‐04(6) says that state agencies are exempt from paying sales 
tax on items otherwise taxable. 
 
Cause: 
The North Dakota Game and Fish Department was not aware that banquet meal costs for guests of the 
hunter and aquatic education instructors were considered unallowable costs.   
 
Effect: 
The North Dakota Game and Fish Department is not expending federal funds in an allowable manner. 
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Recommendation: 
We  recommend  the North Dakota Game and Fish Department  implement policies and procedures  to 
ensure that only allowable costs are charged to the Sport Fish Restoration Program / Wildlife Restoration 
and Basic Hunter Education Grant Program.   
 
Game and Fish Department Response/Corrective Action Plan: 
The Department agrees with the recommendation.  The Department believed these expenditures were 
allowable per the approved grant by the federal granting agency.   The Department will work with the 
federal grantor to confirm the required language is included in the grant application and work plans and 
ensure only allowable costs are charged to federal grant programs. 
 
HIGHWAY PATROL 
 

Finding 2014‐040 
U.S. DEPARTMENT OF TRANSPORTATION 

CFDA # 20.218 

National Motor Carrier Safety Assistance Program 

Questioned Cost: Unknown 

 

Condition:  
The North Dakota Highway Patrol lacks appropriate policies and procedures needed to ensure that only 
eligible costs are charged  to Motor Carrier Safety Assistance Program  (MCSAP) Grants.   The  following 
errors were noted: 
  
1. The  reallocation  process  for  payroll  costs  does  not  have  an  approval  process  in  place  to  ensure 

accuracy. 
2. The $200 payments  to  the Highway Patrol Officers  in  lieu of reimbursements  for meals and other 

expenses is not being reallocated based on actual hours worked. 
3. Proper controls are not in place to ensure that a supervisor cannot approve their own timecard. 
  
The errors noted in (1) and (2) above resulted in the MCSAP program being undercharged by $753. 
 
Criteria: 
2 CFR Part 225 Appendix B, Section 8(d) states that fringe benefits include, but are not limited to, the costs 
of leave, employee insurance, pensions, and unemployment benefit plans and the cost of fringe benefits 
in the form of regular compensation paid to employees during periods of authorized absences from the 
job, such as for annual leave, sick leave, holidays, court leave, military leave, and other similar benefits, 
are allowable if the costs are equitably allocated to all related activities. 
 
Internal  Control‐Integrated  Framework  (COSO  Report),  published  by  the  Committee  of  Sponsoring 
Organizations  of  the  Treadway  Commission,  identifies monitoring  as  one  of  the  five  components  of 
internal  control.    Monitoring  activities  include  supervisor  or  managerial  review  of  reports. 
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Cause: 
The North Dakota Highway Patrol's corrective action regarding finding 12‐39 of the 2011‐12 Single audit 
did not properly address the $200 meal reimbursement reallocation.  
 
Effect: 
The lack of controls increases the risk that the program guidelines are not being followed and ineligible 
costs are charged to the program. 
 
Recommendation: 
We recommend the North Dakota Highway Patrol ensure proper policies and procedures are in place to 
prevent the billing of payroll costs to the MCSAP Program that are not eligible for reimbursement.  
  
Highway Patrol Response/Corrective Action Plan: 

 Condition  1)  The Highway  Patrol  agrees with  the  recommendation.  The  reallocation  process 
prepared by the payroll section will be approved by the accounting section prior to being entered 
into the PeopleSoft monthly payroll system. 

 Condition 2) The Highway Patrol agrees with the recommendation. The monthly $200 payments 
to Highway  Patrol  officers  assigned  to  a  federal  program will  be  reallocated  using  the  same 
process as are  the  regular  salaries and benefits  to ensure  that  the  correct proportion of  this 
expense is charged to federal programs. 

 Condition 3) The Highway Patrol agrees with the recommendation. Electronic time sheets for all 
supervisors will be approved by another authorized signer to ensure independent authorization. 
The Highway Patrol’s daily activity system will be updated to prevent supervisors from approving 
their own entries. 
 

OFFICE OF THE ADJUTANT GENERAL 

 

Finding 2014‐041 
U.S. DEPARTMENT OF HOMELAND SECURITY 

Federal Emergency Management Agency 

CFDA # CFDA 97.039/97.036 

Hazard Mitigation Grant/ Disaster Grants Public Assistance 

Questioned Cost: $0 

 

Condition:  
The Office of the Adjutant General does not have proper procedures to ensure evidence is obtained to 
verify whether  local matching contributions are from non‐federal sources;  involved  in federal funding, 
directly or indirectly; and were used for another federally‐assisted program. 
 
Criteria: 
2 CFR  Part  200.403  (f)  states  that  except where otherwise  authorized by  statute,  costs must not be 
included as a cost or used to meet cost sharing or matching requirements of any other federally‐financed 
program in either the current or a prior period. 
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2  CFR  Part  200.306(b)(1)  states  "For  all  Federal  awards,  any  shared  costs  or matching  funds  and  all 
contributions, including cash and third party in‐kind contributions, must be accepted as part of the non‐
Federal entity's cost sharing or matching when such contributions are verifiable  from  the non‐Federal 
entity's records." 
  
2 CFR 200.331(d)  states,  "All pass‐through entities must monitor  the activities of  the  subrecipient as 
necessary  to  ensure  that  the  subaward  is  used  for  authorized  purposes,  in  compliance with  Federal 
statutes, regulations, and  the  terms and conditions of  the subaward; and  that subaward performance 
goals are achieved." 
 
Cause: 
The  Office  of  the  Adjutant  General  has  revised  their  grant  agreements  to  include  stipulations  that 
matching funds are from allowable sources, however, further procedures to ensure the allowable source 
of match from the local entity was verified were not developed. 
 
Effect: 
Local match contributions could include funds from other federal sources not authorized, involve federal 
funding, or be used for another federally‐assisted program. 
 
Recommendation: 
We recommend the Office of the Adjutant General ensure evidence is obtained to verify whether local 
matching contributions are from an allowable source. 
 
Office of the Adjutant General Response/Corrective Action Plan: 
The agency concurs, however, the agency implemented a process that had been deemed sufficient, where 
by certification has been required stating local matching contributions are from non‐federal sources.  We 
will expand our certification process to meet new requirements. 
 

Finding 2014‐042 
U.S. DEPARTMENT OF HOMELAND SECURITY 

Federal Emergency Management Agency 

CFDA # CFDA 97.067 

Homeland Security Grant Program 

Questioned Cost: $0 

 

Condition:  
The North Dakota Adjutant General did not have controls  in place to ensure funds for subgrants were 
obligated within forty‐five days after the date of the grant award.  
 
Criteria: 
Part 4 of  the OMB A‐133 Circular Compliance Supplement  for  the Homeland Security Grant Program, 
Section III(N) indicates that states must obligate funds for subgrants within 45 days after the date of the 
grant award (6 USC 605 (c)(1)).  "Obligate" has the same meaning as in Federal appropriations law, i.e., 
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there  must  be  an  action  by  the  State  to  establish  a  firm  commitment;  the  commitment  must  be 
unconditional on the part of the State; there must be documentary evidence of the commitment; and the 
award terms must be communicated to the subgrantee and, if applicable, accepted by the grantee. 
  
Cause: 
Policies and procedures were developed but not implemented during the audit period.  
 
Effect: 
Noncompliance with federal regulations. 
 
Recommendation: 
We recommend the North Dakota Adjutant General implement controls to ensure funds are obligated to 
sub‐grantees within forty‐five days after the date of the grant award.  
 
Office of the Adjutant General Response/Corrective Action Plan: 
The agency concurs, however, policies were changed during the audit period but due to the grant cycle, 
were not evidenced until four months after the audit period when the 2014 Homeland Security Grants 
were issued. 
 

Finding 2014‐043 
U.S. DEPARTMENT OF DEFENSE 

National Guard Bureau 

CFDA # CFDA 12.401 

National Guard Military Operations and Maintenance (O&M) Projects 

Questioned Cost: $14,578 

 

Condition:  
The  ND  National  Guard  Internal  Review  Division  reported  that  Distributed  Learning  Program  (DLP) 
expenditures of the National Guard Military Operations and Maintenance Projects were used for General 
Services Administration (GSA) vehicles which did not support distance learning sites. In federal fiscal year 
(FFY) 2013 this resulted in unallowable charges of $14,578. 
 
Criteria: 
Army National Guard DLP allows for charges for activities used to support distance learning activities. 
  
Cause: 
Client oversight. 
 
Effect: 
Unallowable costs paid under the Army National Guard DLP. 
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Recommendation: 
We  recommend  the North Dakota Adjutant General  ensure  the Distributed  Learning Program of  the 
National Guard Military Operations and Maintenance Projects  is only charged for GSA vehicles used to 
support Distance Learning Activities. 
 
Office of the Adjutant General Response/Corrective Action Plan: 
The agency concurs, however, this error was corrected during the audit period. 
 
OFFICE OF THE ATTORNEY GENERAL 
 

Finding 2014‐044 
U.S. DEPARTMENT OF JUSTICE 

CFDA # Various 

All Grants with Subrecipients 

Questioned Cost: $0 

 

Condition:  
The Office of Attorney General does not have adequate controls in place to properly monitor subrecipients 
A‐133 audit requirements. 
 
Criteria: 
OMB  Circular  A‐133  requires  pass‐through  entities  to  ensure  subrecipients  receive  A‐133  audits  as 
required and take corrective action on all audit findings. 
 
Cause: 
The client was unaware of the monitoring requirements. 
 
Effect: 
The Office of Attorney General may not have adequately monitored subrecipients audit reports.  Possible 
misuse of funds by subrecipients could go undetected by the Office of Attorney General. 
 
Recommendation: 
We recommend the Office of Attorney General implement controls to ensure they review all subrecipients 
A‐133 audit reports. 
 
Office of the Attorney General Response/Corrective Action Plan: 
The office has  implemented a certification form for subrecipients receiving $20,000 or more  in federal 
sub‐grants from this office to return with their award paperwork asking them to confirm in writing that 
an A‐133 audit  is or  is not  required  for  the award period. The next  time  the office will  send out  this 
paperwork is March 1, 2015. 
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OFFICE OF THE STATE TREASURER 

 

Finding 2014‐045 
U.S. DEPARTMENT OF THE INTERIOR 

CFDA # 15.433, 15.437 

Flood Control Act Lands and Minerals Leasing Act 

Questioned Cost: $0 

 

Condition:  
The Office of the State Treasurer (OST) does not have adequate procedures to ensure that subrecipients 
spending $500,000 in federal awards have met the OMB Circular A‐133 audit requirements and to ensure 
that timely corrective action  is taken on any findings.   The OST also did not notify subrecipients of the 
CFDA  number  and  title  under which  they  received  funding,  nor  did  they  perform  any  subrecipient 
monitoring. 
 
Criteria: 
OMB Circular A‐133, section 400(d) lists the responsibilities of pass through entities. 
 
Cause: 
The Office of the State Treasurer was unaware OMB Circular A‐133 was applicable to some of the funds 
they had received from the federal government. 
 
Effect: 
Subrecipients may be unaware of the award information and requirements pertaining to the funding they 
received.  Also, the Office of the State Treasurer may not have been aware of any audit findings regarding 
funding they passed through to subrecipients. 
 
Recommendation: 
We  recommend  the  Office  of  the  State  Treasure  implement  adequate  subrecipient  monitoring 
procedures. 
 
Office of the State Treasurer Response/Corrective Action Plan: 
The Office of State Treasurer (OST) agrees that the office was not meeting the sub recipient monitoring 
requirements.  The OST was only recently made aware that the federal funds it receives and distributes 
to multiple political subdivisions make the office subject to the Single Audit requirements under OMB 
Circular A‐133.  Over the course of all of previous federal fund distributions, the office was never informed 
that these receipts and payments created such a requirement.  As soon as the OST was informed that it 
was subject to the monitoring requirements in A‐133, it implemented a tracking system to satisfy these 
requirements.  As part of the tracking system, the OST now informs each political subdivision the amounts 
it  is  receiving  under  each  federal  program  number  and  also  informs  them  of  the  requirements  and 
limitations of uses for those specific funds.  It also tracks whether or not the receiving political subdivisions 
are filing an Annual Single Audit if they exceed the statutory thresholds. 
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BISMARCK STATE COLLEGE (BSC) 
DAKOTA COLLEGE AT BOTTINEAU (DCB) 
DICKINSON STATE UNIVERSITY (DSU) 
MINOT STATE UNIVERSITY (MISU) 
NORTH DAKOTA STATE SCHOOL OF SCIENCE (NDSCS) 
NORTH DAKOTA STATE UNIVERSITY (NDSU) 
VALLEY CITY STATE UNIVERSITY (VCSU) 
WILLISTON STATE COLLEGE (WSC) 
 

Finding 2014‐046 
U.S. DEPARTMENT OF EDUCATION 

CFDA # 93.342, 93.364, 93.264, 84.268, 84.038 

Student Financial Aid Cluster 

Questioned Cost: $0 

 

Condition:  
The Loan Note disclosure submitted to the state Office of Management and Budget for 2013 and 2014 
included several areas where amounts submitted were not supported by  the general  ledger or where 
required amounts were not included.  Differences were noted for 2013 at BSC, DCB, DSU, MISU, NDSCS, 
NDSU, VCSU and WSC and for 2014 at BSC, DCB, DSU, LRSC, MASU, MISU, NDSCS, NDSU and WSC. 
 
Criteria: 
OMB Circular A‐133 section 310(b)(6) states  that  the Schedule of Expenditures of Federal Awards will 
include, either in the schedule or a note to the schedule, the value of loans or loan guarantees outstanding 
at year end.  
 
Cause: 
Due professional care was not used when preparing the SEFA information. 
 
Effect: 
There is a potential for misleading amounts to be included in the notes to the SEFA. 
 
Recommendation: 
We recommend the colleges and universities use due professional care when preparing notes to the SEFA 
in compliance with federal regulations. 
 
University System Response/Corrective Action Plan: 
BSC:  Agree.  BSC’s Loan Note disclosure for FY13 was found improper and corrections were made. BSC 
used due professional care when completing the FY14 Loan Note disclosure and will continue this in future 
years.  BSC’s Grants Accountant and Financial Aid Director will work together more closely when preparing 
reports and notes for future SEFA reporting. 
  
DCB, DSU, LRSC, MaSU, MiSU, NDSCS, NDSU, WSC:   Agree.   Starting  in FY15, greater care will be taken 
when preparing reports to insure the correct amounts are used going forward. 
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VCSU:  Agree.  VCSU made the proper corrections after FY 2013 and submitted the Loan Note supported 
by the general ledger in FY 2014.  In FY2015, VCSU has included corrected instructions in its procedure 
manual to ensure corrections will not be needed in the future. 
 
BISMARCK STATE COLLEGE (BSC) 
DICKINSON STATE UNIVERSITY (DSU) 
NORTH DAKOTA STATE SCHOOL OF SCIENCE (NDSCS) 
UNIVERSITY OF NORTH DAKOTA (UND) 
WILLISTON STATE COLLEGE (WSC) 
 

Finding 2014‐047 
U.S. DEPARTMENT OF EDUCATION 

CFDA # 84.007, 84.033, 84.038 

Student Financial Aid Cluster 

Questioned Cost: $0 

 

Condition:  
BSC, DSU, NDSCS, NDSU, UND and WSC did not  include ConnectND fees  in the tuition and fee amount 
reported on the Fiscal Operations Report and Application to Participate (FISAP). 
 
Criteria: 
Instructions  for  the  FISAP  require  these  types  of  fees  to  be  included  in  the  tuition  and  fee  amount 
reported.  
  
Cause: 
ConnectND fees are not recorded as tuition and fees when received by the institution, they are recorded 
as a deposit. The fees are remitted to Core Technology Services (CTS) who records them as tuition and 
fees.  
 
Effect: 
Tuition and fees on the FISAP are understated. 
 
Recommendation: 
We recommend that BSC, DSU, NDSCS, NDSU, UND and WSC include the ConnectND fees that are coded 
as deposits to the tuition and fee amount reported on the FISAP for each applicable year. 
 
University System Response/Corrective Action Plan: 
BSC, DSU, NDSCS, NDSU, UND, WSC:   Agree.   Beginning  in FY2015, ConnectND  fees  that are coded as 
deposits will be included in the tuition and fee amount in the future FISAP reports. 
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DAKOTA COLLEGE AT BOTTINEAU (DCB) 
WILLISTON STATE COLLEGE (WSC) 
  

Finding 2014‐048 
U.S. DEPARTMENT OF EDUCATION 

CFDA # Various 

Student Financial Aid Cluster 

Questioned Cost: $0  

 

Condition:  
DCB and WSC both failed to complete timely, accurate reconciliations between the Education's Central 
Automated Processing System (EDCAPS) Grant Management System (G5) report and the final Common 
Origination and Disbursement (COD) reports.  Additionally, these amounts did not reconcile completely 
to  the  FA801  or  Fund  Roster,  as  well  as  the  general  ledger  (Pell).  Finally,  both  schools  submitted 
information very late in the audit, after we had performed our own reconciliations. 
 
Criteria: 
Reconciliations are one of the most basic and key internal control procedures.  They ensure the entity's 
records can be compared with outside information or information from multiple sources.   
 
Cause: 
This is likely due to high employee turnover in key positions (Controller and Financial Aid Administrator) 
at both schools. 
 
Effect: 
Reconciliations are a key control and without them errors or misappropriations may occur and not be 
detected in a timely manner.   
 
Recommendation: 
We recommend that DCB and WSC perform timely reconciliations between the general ledger and reports 
from the federal government including the EDCAPS G5 report, as well as the final COD report and FA801 
or Fund Roster.  Any differences should be properly investigated and explained or corrected. 
 
University System Response/Corrective Action Plan: 
DCB:  Agree.  We are working closely with the financial aid office to develop a reconciliation process, by 
June 30, 2015. 
  
WSC:    Agree.   WSC  current  staff  has  obtained  training  on  how  to  conduct  the  reconciliations  and 
understands  the  need  to  perform  reconciliations  timely.    Timely  recommendations  are  now  being 
performed. 
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NORTH DAKOTA STATE COLLEGE OF SCIENCE (NDSCS) 

 

Finding 2014‐049 
U.S. DEPARTMENT OF EDUCATION 

CFDA # Various 

Student Financial Aid Cluster 

Questioned Cost: $16,059 

 

Condition:  
NDSCS' return/repayment of Title IV is being calculated incorrectly.  We tested three refunds for each year 
and five out of the six were calculated incorrectly due to bookstore charges being included in institutional 
charges twice and one out of the six had the percentage of Title IV aid earned calculated incorrectly.  
 
Criteria: 
The Federal Student Aid Handbook (2013‐14), Volume 5, Chapter 1 states: 

 "Institutional charges are used to determine the portion of unearned Title IV aid that the school 
is responsible for returning.  Schools must ensure that all appropriate fees, as well as applicable 
charges for books, supplies, materials, and equipment, are included in Step 5, Part G of the Return 
calculation." 

 "The  institutional  charges  used  in  the  calculation  usually  are  the  charges  that were  initially 
assessed the student for the entire payment period or period of enrollment as applicable." 

 "The withdrawal date  is used to determine the point  in time that the student  is considered to 
have withdrawn so the percentage of the payment period or period of enrollment completed by 
the student can be determined.  The percentage of Title IV aid earned is equal to the percentage 
of the payment period or period of enrollment completed." 

 
Cause: 
The cause of the bookstore charges being included twice were due to the computer program being set up 
wrong so  that  it  includes bookstore charges  twice  in  the  total  institutional charges.   The cause of  the 
wrong percentage of Title IV aid earned was due to an incorrect calculation.  
 
Effect: 
The overstatement of total institutional charges and the incorrect calculation of percentage of Title IV Aid 
earned effects the amount that the school must return.  
 
Recommendation: 
We recommend that North Dakota State College of Science: 

 Not include bookstore charges in institutional charges twice; 
 Use the correct percentages of Title IV aid earned; 
 Fix the programming error; and 
 Re‐perform the calculations each semester to ensure the numbers used in Campus Solutions are 

correct.   
 



STATE OF NORTH DAKOTA 
SCHEDULE OF FEDERAL FINDINGS AND QUESTIONED COSTS 

 
For Fiscal Years Ended June 30, 2014 and 2013 

 

130 
 

University System Response/Corrective Action Plan: 
Agree.    NDSCS  has  investigated  and  corrected  the  NDSCS  programming  error  within  campus 
solutions.   NDSCS  Financial Aid Office will perform manual  calculations  to  review  and monitor  these 
refunds.  This will be implemented.  
 
WILLISTON STATE COLLEGE (WSC) 
 

Finding 2014‐050 
U.S. DEPARTMENT OF EDUCATION 

CFDA # 84.007, 84.033, 84.063 

Student Financial Aid Cluster 

Questioned Cost: $0 

 

Condition:  
The 2013 Fiscal Operations Report and Application to Participate (FISAP) at WSC was not supported by 
the institution’s general ledger, resulting in incorrect amounts being reported in several different sections 
and fields in the report. 
 
Criteria: 
34 CFR 674.19(d), 34 CFR 675.19(b)(2)(iv), and 34 CFR 676.19(b)(2) states that an institution shall establish 
and maintain program and fiscal records that are reconciled at  least monthly.   Each year an  institution 
shall submit a Fiscal Operations Report plus other information the Secretary requires.  The institution shall 
insure that the information reported is accurate and shall submit it on the form and at the time specified 
by the Secretary.  
 
Per the FISAP instructions, the Department uses the information provided in the report to determine the 
amount of funds received for each campus‐based program.  Accurate data must be provided and accurate 
and verifiable records must be retained for program review and audit purposes. 
 
Cause: 
Turnover of financial and financial aid personnel. 
 
Effect: 
Incorrect amounts reported on the FISAP. 
 
Recommendation: 
No  recommendation will  be made  as  the  2014  FISAP  and  corresponding  general  ledger  entries  are 
materially correct. 
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NORTH DAKOTA STATE UNIVERSITY (NDSU) 

 

Finding 2014‐051 
U.S. DEPARTMENT OF AGRICULTURE 

CFDA # 10.XXX (Award # 12‐JV‐11242307‐101), 10.001 

Research and Development Cluster 

Questioned Cost: Unknown 

 

Condition:  
NDSU only reviews the vendor list for debarred and suspended parties annually. 
 
Criteria: 
2 CFR 180.300 states that a nonfederal entity must verify, when entering into a covered transaction, that 
the entity with which they intend to do business is not debarred or suspended. 
 
Cause: 
There is a failure to establish and follow proper policies related to debarred and suspended vendors. 
 
Effect: 
Using  the  current  process,  expenditures may  be made with  suspended  or  debarred  parties  and  the 
university won't know about them until after the event. 
 
Recommendation: 
We recommend that NDSU develop procedures that will provide for a review of vendors for debarred and 
suspended status prior to the expenditure being paid. 
 
University System Response/Corrective Action Plan: 
Agree.  In the fall of 2014, CORE Technology Services (CTS) discovered a capability in PeopleSoft to review 
debarred and suspended parties before payments are made to vendors.  Plans are for CTS to turn on this 
function by  June 30, 2015 after  their work on  the PeopleSoft 9.2 upgrade  this  spring.   We agree  this 
automated PeopleSoft solution is preferable over the existing annual review process.  In past audits the 
annual review process was considered acceptable until an automated solution could be found.  
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NORTH DAKOTA STATE UNIVERSITY (NDSU) 
 

Finding 2014‐052 
VARIOUS FEDERAL AGENCIES 

CFDA # VARIOUS 

Research and Development Cluster 

Questioned Cost: Unknown 

 

Condition:  
The NDSU Grants and Contracts Office did not review or approve three interdepartmental billings out of 
27 tested (11% error rate). 
 
Criteria: 
COSO  Internal  Control  ‐  Integrated  Framework  states  in  part:  Control  activities  are  the  policies  and 
procedures that help ensure management directives are carried out.  Control activities occur throughout 
the organization, at all levels and in all functions.  They include a range of activities including approvals. 
 
Cause: 
The procedures for processing interdepartmental billings using federal funds did not include a review by 
the Grants and Contracts Office. 
 
Effect: 
This  results  in an  internal control weakness which  increases  the  risk of error occurring and not being 
detected. 
 
Recommendation: 
No recommendation will be issued as the approval process was implemented in May 2014.  
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BISMARCK STATE COLLEGE (BSC) 
WILLISTON STATE COLLEGE (WSC) 
NORTH DAKOTA STATE UNIVERSITY (NDSU) 
DICKINSON STATE UNIVERSITY (DSU) 
NORTH DAKOTA STATE UNIVERSITY OFFICE (NDSUO) 
VALLEY CITY STATE UNIVERSITY (VCSU) 
UNIVERSITY OF NORTH DAKOTA (UND) 
NORTH DAKOTA STATE SCHOOL OF SCIENCE (NDSCS) 
LAKE REGION STATE COLLEGE (LRSC) 
MINOT STATE UNIVERSITY (MISU) 
DAKOTA COLLEGE AT BOTTINEAU (DCB) 
MAYVILLE STATE UNIVERSITY (MASU) 
 

Finding 2014‐053 
VARIOUS FEDERAL AGENCIES 

CFDA # Various 

Various Federal Agencies 

Questioned Cost: $0 

 

Condition:  
Several errors were  identified  in both the 2013 and 2014 Schedules of Expenditures of Federal Awards 
(SEFA) provided to the state Office of Management and Budget by the colleges and universities, such as 
incorrect amounts,  incorrect CFDA numbers, missing  identifying numbers, omitted programs, non‐cash 
assistance not identified separately, etc.   
 
Criteria: 
OMB Circular A‐133 section 310(b)(1‐6) states that the grantee is responsible for the accurate preparation 
of the SEFA. 
 
Cause: 
There is failure by the institution to properly record all aspects of the SEFA.  
 
Effect: 
The misstatement of expenditures on the SEFA results in improper reporting to the federal government.  
 
Recommendation: 
We recommend that all institutions ensure that all federal programs are included in the SEFA with proper 
titles, CFDA numbers, program names, pass‐through identification and amounts. 
 
University System Response/Corrective Action Plan: 
BSC:  Agree, BSC made the recommended correction from FY13 in FY14 concerning FWS transfers to SEOG 
by reporting the expenses in SEOG on the SEFA. BSC will continue this in future years. 
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LRSC:   Agree.   Loan cancellation charges were not  includable SEFA expenditures  for Perkins, per past 
instructions,  and we were  not  aware  of  the  change. We will  certainly  include  on  the  SEFA  all  loan 
cancellation  charges  and  any  Title  IV  administrative  allowances  charged  to  the  Perkins  Loan  fund 
beginning with the report for FY15. 
  
DCB, DSU, MaSU, MiSU, NDSCS, NDSU, NDUSO, UND, VCSU, WSC: Agree.  Additional care will be taken in 
preparing the SEFA to ensure that all future federal programs are included in the SEFA with proper titles, 
CFDA  numbers,  program  names,  pass‐through  identification  and  amounts,  so  that  an  accurate  and 
complete report is submitted. 
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DEPARTMENT OF COMMERCE 
 
Finding 12-1 Page 86 
 
CFDA # 14.228, U.S. DEPARTMENT HOUSING AND URBAN DEVELOPMENT 
 14.255: CDBG – State-Administered Small Cities Program Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Commerce complete the "Section 3 

Summary Report, Economic Opportunities for Low- and Very Low-Income 
Persons" as required. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
 
 
 
 
DEPARTMENT OF HEALTH 
 
Finding 12-2 Page 87 
 
CFDA # 10.557: U.S. DEPARTMENT OF AGRICULTURE 
 Food and Nutrition Service 
 Special Supplemental Nutrition Program for Women, Infants, and Children 

(WIC) 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Health comply with 7 CFR 246.12(k)(1) 

by implementing procedures to detect if a vendor has deposited food 
instruments or cash-value vouchers more than 60 days after the first date 
of use. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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DEPARTMENT OF HUMAN SERVICES 
 
Finding 12-3 Page 88 
 
CFDA # 93.720,  U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.777, Centers for Medicare and Medicaid Services 
 93.778: Medicaid Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services ensure the SURS Unit 

develops a sampling plan that is properly designed and has adequate 
resources to execute the plan. 

 
Status:  Finding was partially implemented.  See current year finding #2014-002. 
 
 
 
Finding 12-4 Page 89 
 
CFDA # 93.720, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.777, Centers for Medicare and Medicaid Services 
 93.778: Medicaid Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services ensure preliminary 

investigations are properly documented and performed on all cases of fraud 
and abuse referred to the unit, determine whether there is a sufficient basis 
to warrant a full investigation, and refer those cases to the proper 
authorities as required. 

 
Status: Finding was not implemented.  See current year finding #2014-003. 
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Finding 12-5 Page 91 
 
CFDA # 93.720, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.777, Centers for Medicare and Medicaid Services 
 93.778:  Medicaid Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services sufficiently organize 

the SURS unit outside the control of other Medicaid operations so the 
SURS unit can objectively perform their function. 

 
Status: Finding was not implemented.  See current year finding #2014-004. 
 
 
 
Finding 12-6 Page 93 
 
CFDA # 93.720,  U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.777, Centers for Medicare and Medicaid Services 
 93.778: Medicaid Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services update the SURS 

manual to ensure all requirements that SURS reviews and schedules have 
prior approval by the Medicaid Director before execution be removed and 
that it includes guidance about: 

 •  Quarterly sample sizes; 
 •  Expanding sample sizes when errors are identified; and 
 •  How to document and track sampling activity. 
 
Status:  Finding was implemented in accordance with the corrective action plan. 
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Finding 12-7 Page 94 
 
CFDA # 93.720, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.777, Centers for Medicare & Medicaid Services 
 93.778: Medicaid Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services apply for a new 

Federal waiver or work to create a Medicaid Fraud Control Unit that is 
separate and distinct from the Department of Human Services. 

 
Status: Finding was not implemented.  The Department continues to wait for 

guidance from CMS.  See current year finding #2014-006. 
 
 
 
Finding 12-8 Page 95 
 
CFDA # 93.720, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.777, Centers for Medicare & Medicaid Services 
 93.778: Medicaid Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services develop policies and 

procedures to ensure the system security review is properly designed to 
include reviewing and updating access rights for all counties. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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Finding 12-9 Page 96 
 
CFDA # 93.720, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.777, Centers for Medicare & Medicaid Services 
 93.778: Medicaid Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services conduct a risk analysis 

of the Medicaid system and include all elements as required by the OMB 
Circular A-133 Compliance Supplement. 

 
Status: Finding was partially implemented.  See current year finding #2014-013. 
 
 
 
Finding 12-10 Page 97 
 
CFDA # 93.720, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.777, Centers for Medicare & Medicaid Services 
 93.778: Medicaid Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services submit drug rebate 

utilization data to CMS within 60 days after the end of the quarter. 
 
Status: Finding was partially implemented.  See current year finding #2014-014. 
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Finding 12-11 Page 98 
 
CFDA # 93.720, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.777, Centers for Medicare & Medicaid Services 
 93.778: Medicaid Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services implement procedures 

to ensure nursing homes and hospitals meet the prescribed health and 
safety standards and maintain documentation that the provider has met the 
standards. 

 
Status: Finding was partially implemented.  See current year finding #2014-012. 
 
 
 
Finding 12-12 Page 99 
 
CFDA # 93.720, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.777, Centers for Medicare & Medicaid Services 
 93.778: Medicaid Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services establish policies and 

procedures to ensure the control activities at outside services organizations 
are properly monitored on a timely basis. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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Finding 12-13 Page 100 
 
CFDA # 93.720, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.777, Centers for Medicare & Medicaid Services 
 93.778: Medicaid Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services develop procedures to 

ensure access rights to the Medicaid fee schedule are reviewed on a 
recurring basis to ensure access is properly limited. 

 
Status: Finding was not implemented.  See current year finding #2014-010. 
 
 
 
Finding 12-14 Page 101 
 
CFDA # 93.720, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.777, Centers for Medicare & Medicaid Services 
 93.778: Medicaid Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services develop procedures to 

ensure access rights to the Vision eligibility system are reviewed on a 
recurring basis to ensure access is properly limited. 

 
Status: Finding was not implemented.  See current year finding #2014-011. 
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Finding 12-15 Page 102 
 
CFDA # 93.720, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.777, Centers for Medicare & Medicaid Services 
 93.778: Medicaid Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services continue updating 

Medicaid provider eligibility files to ensure current license information, 
eligibility checklists, and provider agreements are maintained within the 
provider eligibility files. 

 
Status: Finding was partially implemented.  See current year finding #2014-009. 
 
 
 
Finding 12-16 Page 103 
 
CFDA # 93.720, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.777, Centers for Medicare & Medicaid Services 
 93.778: Medicaid Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services credit the Medicaid 

program for overpayments made to providers of medical services within 1 
year of identification of the overpayment. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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Finding 12-17 Page 104 
 
CFDA # 93.575, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.596, Administration for Children and Families 
 93.713: CCDF Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services properly implement 

system controls to prevent duplicate and other improper payments from 
being made from the Child Care Assistance System. 

 
Status: The finding was not implemented during the audit period.  A work request 

was completed and the finding was implemented starting in September of 
2014.  See current year finding #2014-016. 

 
 
 
Finding 12-18 Page 105 
 
CFDA # 93.575, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.596, Administration for Children and Families 
 93.713: CCDF Cluster 
 
Questioned Cost: $270 
 
Recommendation: We recommend the Department of Human Services develop and 

implement controls to ensure that benefit payments are being issued for 
appropriate amounts using applicable supporting documents for necessary 
calculations. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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Finding 12-19 Page 106 
 
CFDA # 93.575, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.596, Administration for Children and Families 
 93.713: CCDF Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services develop written 

policies and procedures for identifying and recovering potential provider 
fraud within the Child Care Assistance Program. 

 
Status: Finding was partially implemented.  See current year finding #2014-021. 
 
 
 
Finding 12-20 Page 107 
 
CFDA # 93.575, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.596, Administration for Children and Families 
 93.713: CCDF Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services assign responsibility 

for monitoring intentional program violations ensuring that all identified 
fraudulent payment amounts are properly entered onto the Child Care 
Assistance System for recoupment. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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Finding 12-21 Page 108 
 
CFDA # 93.575, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.596, Administration for Children and Families 
 93.713: CCDF Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services develop and 

implement compliance inspections to ensure that all self-declared providers 
meet applicable health and safety requirements. 

 
Status: The finding was implemented in 2014 in accordance with the corrective 

action plan. 
 
 
 
Finding 12-22 Page 109 
 
CFDA # 93.575, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.596, Administration for Children and Families 
 93.713: CCDF Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services adjust the sampling 

procedures used by the Quality Assurance Division to gain assurance that 
Child Care Assistance case files from all counties have been reviewed over 
a specified period of time. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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Finding 12-23 Page 110 
 
CFDA # 93.575, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.596, Administration for Children and Families 
 93.713: CCDF Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services properly assign 

responsibility for verifying receipt of all applicable federal program payroll 
certifications. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
 
 
 
Finding 12-24 Page 111 
 
CFDA # 93.575, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.596, Administration for Children and Families 
 93.713: CCDF Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services develop and 

implement controls to ensure that all individual eligibility workers are 
collecting and maintaining all applicable information for Child Care 
Assistance eligibility determinations. 

 
Status: The finding was not implemented however the Department continues to 

work with and train the counties.  See current year finding #2014-017. 
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Finding 12-25 Page 112 
 
CFDA # 93.558, U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 93.714: Administration for Children and Families 
  TANF Cluster 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services implement the use of 

an electronic spreadsheet for tracking all of the completed TANF Quality 
Control monitoring reviews along with any findings and responses that 
resulted from these reviews. This spreadsheet could then be utilized to 
ensure that all counties are subject to review over a reasonable period of 
time. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
 
 
 
 
Finding 12-26 Page 113 
 
CFDA # Various: VARIOUS FEDERAL AGENCIES 
  Various Federal Programs 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Human Services ensure high risk 

accounting entries that adjust expenditures for Federal programs are 
properly reviewed and approved by a program manager. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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Finding 12-27 Page 114 
 
CFDA # Various: VARIOUS FEDERAL AGENCIES 
  Various Federal Programs 
 
Questioned Cost: $0 
 
Recommendation: We recommend that the Department of Human Services comply with OMB 

Circular A-133 when preparing the Schedule of Expenditures of Federal 
Awards and conduct adequate reviews of information being reported to 
ensure all of the information included is proper. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
  

 
 
 
DEPARTMENT OF PUBLIC INSTRUCTION 
 
 
Finding 12-28 Page 116 
 
CFDA # Various: U.S. DEPARTMENT OF AGRICULTURE (USDA) 
 Child Nutrition Cluster 
 Child and Adult Care Food Program 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Public Instruction maintain accurate and 

complete records with respect to the receipt, distribution, and inventory of 
donated foods. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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Finding 12-29 Page 117 
 
CFDA # Various: VARIOUS FEDERAL AGENCIES 
  All Grants with Subrecipients 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Public Instruction implement controls to 

ensure they review all subrecipients A-133 audit report. 
 
Status: The Department has partially implemented the recommendation made by 

the State Auditor’s Office.  The process was new for the last audit period.  
The Department has continued to work towards strengthening the process 
of ensuring each of the federal funding recipients are reviewed for A-133 
audit purposes.  See current year finding #2014-030. 
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DEPARTMENT OF TRANSPORTATION 
 
Finding 12-30 Page 118 
 
CFDA # 20.205: U.S. DEPARTMENT OF TRANSPORTATION 
  Highway Planning and Construction 
 
Questioned Cost: $0 
 
Recommendation: We recommend the DOT obtain written approval of qualification-based 

selection procedures from FHWA in accordance with 23 CFR section 
172.9. 

 
 We recommend the DOT require subrecipients to develop written 

procedures in accordance with 23 USC 112(b)(2) and 23 CFR section 172 
including required procedures of 23 USC section 172.9 and, subsequently 
approve the subrecipient procedures. We also recommend the Department 
of Transportation develop and perform subrecipient monitoring procedures 
to ensure compliance with the required qualification-based selection 
procedures of the Brooks Act pursuant to 23 CFR section 172.9. 

 
Status: Not Implemented - The NDDOT Environmental and Transportation Services 

(ETS) Division is in the process of rewriting its Consultant Administration 
Services (CAS) manual.  This manual contains the procedures to comply 
with 23 CFR section 172.9 and the Brooks Act.  NDDOT has submitted the 
procedures to FHWA, they have indicated the format is acceptable.  The 
manual rewrite is near completion, currently waiting for final comments and 
approval.  This manual is being developed and applied to contracts with 
local public agencies (LPA) and transit providers.  Upon its completion, 
NDDOT will require LPAs to comply with the NDDOT CAS manual.  See 
current year finding #2014-033. 
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Finding 12-31 Page 119 
 
CFDA # 20.205: U.S. DEPARTMENT OF TRANSPORTATION 
  Highway Planning and Construction 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Transportation ensure documented 

evidence for approval or rejection of all value engineering 
recommendations and verification that approved value engineering 
recommendations are included in the project plans, specifications, and 
estimates in accordance with 23 CFR part 627. 

 
Status: Not Implemented - The NDDOT ETS Division will develop a value 

engineering (VE) manual upon completion of the CAS manual.  Per 
discussion with FHWA, the CAS manual should be completed prior to 
developing the VE manual.  This manual will prescribe the proper policies 
and procedures for administration of the value engineering program and will 
also prescribe the maintenance of adequate documentation for the 
program. 

 
Auditor Statement: Projects of FY2013 and FY2014 identified in the 2013-2016 Statewide 

Transportation Improvement Program did not meet the threshold to require 
a value engineering analysis during the audit period. 
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Finding 12-32 Page 120 
 
CFDA # 20.205: U.S. DEPARTMENT OF TRANSPORTATION 
  Highway Planning and Construction 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Transportation develop properly 

documented policies and procedures for the value engineering program in 
accordance with 23 CFR 627. 

 
Status: Not Implemented - The NDDOT ETS Division will develop a value 

engineering (VE) manual upon completion of the CAS manual.  Per 
discussion with FHWA, the CAS manual should be completed prior to 
developing the VE manual.  This manual will prescribe the proper policies 
and procedures for administration of the value engineering program and will 
also prescribe the maintenance of adequate documentation for the 
program.  See current year finding #2014-032. 
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Finding 12-33 Page 121 
 
CFDA # 20.205, U.S. DEPARTMENT OF TRANSPORTATION 
 20.509: Highway Planning and Construction 
  Formula Grants for Other than Urbanized Areas (Nonurbanized Area 

Formula Program) 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Transportation ensure evidence is 

obtained to identity whether local matching contributions are from an 
allowable source. 

 
Status: Partially Implemented - The Local Government Division has identified all 

contract templates used with their providers.  The Legal Division has 
worked with Local Government to develop a certification; this was added to 
the contract templates as a permanent change.  The certification will be for 
the LPA or transit providers to certify that the local match is from an 
allowable source.  In addition to this, the Transit Section of the Local 
Government Division has added a section in the transit funding grant 
application where the transit providers need to identify their sources of 
match.  If a provider has a source match from an entity that is greater than 
$10,000, the provider must submit a letter to NDDOT from that entity as 
proof of the match.  See current year finding #2014-031. 

 
 
Finding 12-35 Page 123 
 
CFDA # 20.509: U.S. DEPARTMENT OF TRANSPORTATION 
  Formula Grants for Other Than Urbanized Areas (Nonurbanized Area 

Formula Program) 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Transportation comply with Federal 

Funding Accountability and Transparency Act reporting requirements. 
 
Status: Partially Implemented - The Department of Transportation continues to 

evaluate compliance with Federal Funding Accountability and 
Transparency Act (FFATA) reporting requirements.  See current year 
finding #2014-036. 
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Finding 12-36 Page 124 
 
CFDA # Various: VARIOUS FEDERAL AGENCIES 
  All Grants with Subrecipients 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Department of Transportation develop proper 

procedures to:  
 • Identify annually, based on the subrecipient’s fiscal year, subrecipients       

that spend $500,000 or more in Federal awards from all sources; 
 • Develop a tracking system for monitoring subrecipients that require an 

audit to ensure audit requirements are met; 
  • Ensure subrecipients that met the A-133 audit threshold have an audit 

completed within 9 months of the subrecipient’s fiscal year end; 
 • Review subrecipient audit reports and issue management decisions 

within 6 months of receiving the audit report; and 
  • Perform monitoring procedures to ensure subrecipients take timely and 

appropriate corrective action on all findings. 
 
Status: Partially Implemented - The Local Government Division has included A-133 

audit questions on its subrecipient checklist and also includes a statement 
requiring entities to comply with OMB Cir. A-133 on its contracts.  They 
worked with the Audit Services Division and the Legal Division to develop 
an audit certification that will be sent out to all entities annually.  In 
November 2014, the certification was sent to all entities to determine if they 
met the threshold for an A-133 audit, that an audit was completed, and that 
the audit was submitted to NDDOT.  The Local Government Division also 
developed a tracking spreadsheet to annually monitor their certification 
responses, the audit results, and any follow-up that is needed.  See current 
year finding #2014-038. 
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GAME AND FISH DEPARTMENT 
 
Finding 12-37 Page 125 
 
CFDA # 15.605, U.S. DEPARTMENT OF THE INTERIOR 
 15.611: Sport Fish Restoration Program/Wildlife Restoration and Basic Hunter 

Education 
  
Questioned Cost: $0 
 
Recommendation: We recommend the North Dakota Game and Fish Department develop a 

tracking system to ensure that all subrecipients spending $500,000 or more 
in Federal awards have met the audit requirements of OMB Circular A-133. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
 
 
 
Finding 12-38 Page 127 
 
CFDA # Various: VARIOUS FEDERAL AGENCIES 
  Various Federal Programs 
 
Questioned Cost: $0 
 
Recommendation: We recommend that the North Dakota Game and Fish Department 

strengthen controls to comply with OMB Circular A-133 when preparing the 
Schedule of Expenditure of Federal Awards to ensure all the information 
included is accurate. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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HIGHWAY PATROL 
 
Finding 12-39 Page 128 
 
CFDA # 20.218: U.S. DEPARTMENT OF TRANSPORTATION 
 National Motor Carrier Safety Assistance Program 
 
Questioned Cost: $23,897 
 
Recommendation: We recommend the North Dakota Highway Patrol ensure that proper 

procedures are in place to prevent the billing of costs that are not eligible. 
 
Status: As of June 30, 2014 the finding was partially implemented in accordance 

with the corrective action plan.  The one portion of the finding referring to 
the $200 monthly unvouchered expense payments which had not been 
implemented as of June 30, 2014 was implemented after June 30, 2014 in 
accordance with the corrective action plan.  See current year finding 
#2014-040. 

 
 
 
Finding 12-40 Page 129 
 
CFDA # 20.218: U.S. DEPARTMENT OF TRANSPORTATION 
 National Motor Carrier Safety Assistance Program 
 
Questioned Cost: Unknown 
 
Recommendation: We recommend that the North Dakota Highway Patrol establish internal 

controls over Federal programs to ensure that transactions are properly 
recorded and accounted for, which includes effectively utilizing the state's 
accounting system to track Federal grant activity and ensuring correcting 
entries are done timely. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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OFFICE OF THE ADJUTANT GENERAL 
 
Finding 12-41 Page 130 
 
CFDA # 97.039: U.S. DEPARTMENT OF HOMELAND SECURITY 
 Hazard Mitigation Grant Program 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Office of the Adjutant General ensure Federal award 

identification information and applicable compliance requirements are 
identified to subrecipients. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
 
 
 
Finding 12-42 Page 131 
 
CFDA # 97.039: U.S. DEPARTMENT OF HOMELAND SECURITY 
 Hazard Mitigation Grant Program 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Office of the Adjutant General properly comply with 

Federal Funding Accountability and Transparency Act reporting 
requirements. We also recommend the Office of the Adjutant General 
obtain subrecipient Dun and Bradstreet DUNS numbers. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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Finding 12-43 Page 132 
 
CFDA # 97.067: U.S. DEPARTMENT OF HOMELAND SECURITY 
 Homeland Security Grant Program 
 
Questioned Cost: $0 
 
Recommendation: We recommend the North Dakota Adjutant General identify the obligation 

date of Homeland Security Grant Program funds given to sub-grantees to 
be the same as defined in the OMB Circular A-133 Compliance 
Supplement and implement controls to ensure funds are obligated to sub-
grantees within forty-five days after the date of the grant award and that the 
date of obligation be documented. 

 
Status: The finding was partially implemented but due to the timing of the next 

grant period was not able to fully implement until September 2014.  See 
current year finding #2014-042. 

 
 
Finding 12-44 Page 133 
 
CFDA # Various: VARIOUS FEDERAL AGENCIES 
  All Grants with Subrecipients 
 
Questioned Cost: $0 
 
Recommendation: We recommend the Office of the Adjutant General develop proper 

procedures to ensure: 
 • Certifications as to whether the $500,000 threshold for an A-133 audit 

was met are required for all subrecipients; 
 • The tracking system for monitoring subrecipients identifies all 

subrecipients that received federal funding; and 
 • Tracking methods performed include determining A-133 audits are 

completed within 9 months of the subrecipient's fiscal year end and 
management decisions are made within 6 months of receiving the audit 
report. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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OFFICE OF MANAGEMENT AND BUDGET 
 
Finding 12-45 Page 135 
 
CFDA # Various: VARIOUS FEDERAL AGENCIES 
  Various Federal Programs 
 
Questioned Cost:  $0 
 
Recommendation: We recommend the Office of Management and Budget work with individual 

state agencies in determining the time frame to be used and what a 
representative sample is when developing clearance patterns to ensure 
clearance patterns accurately represent the flow of Federal funds under 
each Federal assistance program to which it is applied. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
 
 
 
 
VETERANS HOME 
 
Finding 12-46 Page 136 
 
CFDA # 64.005: U.S. DEPARTMENT OF VETERANS AFFAIRS 
  Grants to States for Construction of State Home Facilities 
 
Questioned Cost:  $0 
 
Recommendation: We recommend that the Veterans Home implement controls to comply with 

OMB Circular A-133 when preparing the Schedule of Federal Expenditures 
to ensure all of the information included is complete, up-to-date, and 
reliable. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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UNIVERSITY OF NORTH DAKOTA (UND) 
 
Finding 12-47 Page 137 
 
CFDA # Various: U.S. DEPARTMENT OF EDUCATION 
  Student Financial Aid Cluster 
 
Questioned Cost: Unknown 
 
Recommendation: We recommend that UND use multiple enrollment categories of full-time, 

three-quarter-time, half-time and less-than-half-time for its Cost of 
Attendance budgets, and discontinue budgeting everyone as full-time. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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BISMARCK STATE COLLEGE (BSC) 
 
Finding 12-48 Page 138 
 
CFDA # Various: U.S. DEPARTMENT OF EDUCATION 
  Student Financial Aid Cluster 
 
Questioned Cost: $59,582 
 
Recommendation: We recommend that BSC: 
 1.  Update its SAP policy to ensure the application of SAP standards to all 

students within all of the categories of students (full-time, part-time, 
undergraduate, or other educational programs), 

 2.  Provide in its SAP policy the basis for which a student may file an 
appeal, which includes insufficient GPA, insufficient pace, and/or 
exceeded maximum credit limit. This should also identify what 
circumstances would be allowable, which include (but is not limited to) a 
medical condition, death of a family member, divorce/separation, military 
service, and/or other extenuating circumstances, 

 3.  Clarify the documentation required for specific situations and only 
approve those appeals where sufficient documentation has been 
obtained and retained, and only approve those appeals for students who 
have successfully demonstrated satisfactory academic progress at the 
next evaluation. 

 4.  Consider forming an Appeal Committee. Grievances on denied appeals 
could then be brought to the SFA administrator (or a designee) for 
further consideration. Additionally, BSC should not approve appeals that 
do not have the required supporting documentation or when the student 
has not lived up to the Plan of Study outlined in the Appeal. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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NORTH DAKOTA STATE UNIVERISITY (NDSU) 
UNIVERSITY OF NORTH DAKOTA (UND) 
 
Finding 12-49 Page 140 
 
CFDA # 12.xxx, U.S. DEPARTMENT OF DEFENSE 
 47.049: Nation Science Foundation 
  Research and Development Cluster 
  DOD Award Number: W9132T-08-2-0014 
 
Questioned Cost: $0 
 
Recommendation: We recommend UND and NDSU establish and implement a system to 

enable the grant officers access to adequate supporting documentation to 
review purchase card purchases charged to federal programs. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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DAKOTA COLLEGE AT BOTTINEAU (DCB) 
LAKE REGION STATE COLLEGE (LRSC) 
MAYVILLE STATE UNIVERSITY (MASU) 
NORTH DAKOTA STATE COLLEGE OF SCIENCE (NDSCS) 
VALLEY CITY STATE UNIVERSITY (VCSU) 
WILLISTON STATE COLLEGE (WSC) 
 
Finding 12-50 Page 141 
 
CFDA # Various: VARIOUS FEDERAL AGENCIES 
  Various Federal Programs 
 
Questioned Cost: $0 
 
Recommendation: We recommend: 
 1.  The financial staffs at the noted institutions obtain appropriate general 

ledger classification training and implement that training as soon as 
possible. 

 2.  Information to comply with federal regulations be recorded in the general 
ledger and CFDA numbers be required when setting up federal award 
funds and projects. 

 3.  Program income be recorded in the appropriate federal fund and 
reported to funding sponsor. 

 
Status: The finding was not implemented.  See current year finding #2014-050. 
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WILLISTON STATE COLLEGE (WSC) 
 
Finding 12-51 Page 144 
 
CFDA # 84.063, U.S. DEPARTMENT OF EDUCATION 
 84.007, Federal Pell Grant Program 
 84.033, Federal Supplemental Education Opportunity Grants 
 84.038: Federal Workstudy 
  Federal Perkins Loan Program 
 
Questioned Cost: $0 
 
Recommendation: We recommend that WSC: 
 1.  Reconcile program and fiscal records on a monthly basis and 
 2.  Properly report balances on the FISAP. 
 
Status: The finding was implemented in 2014 in accordance with the corrective 

action plan. 
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NORTH DAKOTA STATE UNIVERSITY (NDSU) 
 
Finding 12-52 Page 146 
 
CFDA # 81.112: U.S. DEPARTMENT OF ENERGY 
  Research and Development Cluster 
 
Questioned Cost: Unknown 
 
Recommendation: We recommend, rather than billing in advance based on estimated costs, a 

fee schedule be used to bill based on actual costs after the services have 
been provided. If an internal service fund must bill in advance for services 
to be provided, a periodic reconciliation should be performed comparing 
actual costs to what was billed to the federal program. Any charges that 
exceed the actual expenses should be refunded to the federal program. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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DICKINSON STATE UNIVERSITY (DSU) 
 
Finding 12-53 Page 147 
 
CFDA # Various: U. S. DEPARTMENT OF EDUCATION 
  Student Financial Aid Cluster 
 
Questioned Cost:  $32,227 
 
Recommendation: We recommend that DSU: 
 1.  Update its SAP policy to include the application of SAP standards to all 

students within all of the categories of students (full-time, part-time, 
undergraduate, or other educational programs); 

 2.  Provide in its SAP policy (not just on the appeal form) the basis for 
which a student may file an appeal, which includes insufficient GPA, 
insufficient pace, and/or exceeded maximum credit limit. This should 
also identify what circumstances would be allowable, which include (but 
is not limited to) a medical condition, death of a family member, 
divorce/separation, military service, and/or other extenuating 
circumstances; 

 3.  Identify in its SAP policy the information a student must submit when 
he/she has a deficiency, and what the student can do to not be deficient 
in the next SAP evaluation; 

 4.  Define in its SAP policy the maximum credit limit for students who are 
working towards dual degrees; 

 5.  Consider using the credits for the major that takes the longest (most 
credits) to complete, in regards to students who have dual degrees, to 
calculate the 150% for the maximum credit limit; 

 6.  Define in its SAP policy how the standards apply to a student who has 
changed his/her major; 

 7.  Consider forming an Appeal Committee. Grievances on denied appeals 
could then be brought to the SFA administrator (or a designee) for 
further consideration. Further, DSU should not approve appeals that do 
not have the required supporting documentation or when the student 
has not lived up to the Plan of Study outlined in the Appeal. 

 
Status: The finding was implemented in accordance with the corrective action plan. 
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Acronym Agency 

10100 Governor's Office 

10800 Secretary of State 

11000 Management and Budget 

11200 Information Technology Department 

11700 Auditor 

12500 Attorney General 

18000 State Courts 

20100 Public Instruction 

25000 Library 

25300 School for the Blind 

27000 Career and Technical Education 

30100 Health Department 

31300 Veterans' Home 

32500 Human Services 

36000 Protection and Advocacy 

40100 Insurance Department 

40500 Industrial Commission 

40600 Labor Department 

40800 Public Service Commission 

41200 Aeronautics 

50400 Highway Patrol 

53000 Corrections and Rehabilitation 

54000 Adjutant General 

60100 Commerce 

60200 Agriculture 

70100 Historical Society 

70900 Arts Council 

72000 Game and Fish 
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75000 Parks and Recreation 

77000 Water Commission 

80100 Transportation 

BSC Bismarck State College 

DCB Dakota College at Bottineau 

DSU Dickinson State University 

LRSC Lake Region State College 

MASU Mayville State University 

MISU Minot State University 

NDSCS North Dakota State College of Science 

NDSU North Dakota State University 

NDUS University System 

UND University of North Dakota 

VCSU Valley City State University 

WSC Williston State College 
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OFFICE OF MANAGEMENT AND BUDGET 

600 East Boulevard Avenue, Fourth Floor  •  Bismarck, North Dakota  58505-0400 
 
 

 
December 17, 2013 

 
To the Governor, Legislators and Citizens of the State of North Dakota: 

 
In accordance with North Dakota Century Code (NDCC) section 54-44-04(14), we are pleased to submit the 
Comprehensive Annual Financial Report (CAFR) of the State of North Dakota for the fiscal year ended 
June 30, 2013. This report has been prepared by the Office of Management and Budget. The financial 
statements contained in the CAFR have been prepared in accordance with generally accepted accounting 
principles (GAAP) applicable to state and local governments, as promulgated by the Governmental 
Accounting Standards Board (GASS). Responsibility for both the accuracy of the data and the completeness 
and fairness of the presentation, including all disclosures, rests with the state's management. To the best of 
our knowledge and belief, the information contained in the CAFR is accurate in all material respects and 
reported in a manner that presents fairly the financial position and results of operations of the State's primary 
government and the component units for which it is financially accountable. All disclosures necessary to 
enable the reader to gain an understanding of the State of North Dakota's financial affairs have been 
included. 

 
The state's management is responsible for establishing and maintaining an internal control  structure 
designed to ensure that the assets of the government are protected from loss, theft or misuse and to ensure 
that adequate accounting data are compiled to allow for the preparation of financial statements in conformity 
with accounting principles generally accepted in the United States of America. The internal control structure 
is designed to provide reasonable, but not absolute, assurance that these objectives are met. The concept of 
reasonable assurance recognizes that (1) the costs of a control should not exceed the benefits likely to be 
derived and (2) the valuation of costs and benefits requires estimates and judgments by management. 

 
In compliance with state statute, the Office of the State Auditor (SAO) audited the State's financial 
statements. The goal of the independent audit was to provide reasonable assurance that the financial 
statements of the State for the fiscal year ended June 30, 2013 are free of material misstatement. The 
independent audit involved examining, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements, assessing the accounting principles used and evaluating the overall financial 
statement presentation. Their examination was conducted in accordance with GAAP and the standards 
applicable to financial audits contained in Government Auditing Standards as published by the Comptroller 
General of the United States. The SAO concluded, based upon the audit, that there was a reasonable basis 
for rendering an unqualified opinion that the State's financial statements for the fiscal year ended June 30, 
2013, are fairly presented in conformity with GAAP. The independent auditor's report is presented as the first 
component of the financial section of this report 

 
The State of North Dakota is also required to undergo a single audit in conformity with the provision of the 
Single Audit Act Amendments of 1996 and the U.S. Office of Management and Budget's Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations. Information related to this single audit, 
including a schedule of expenditures of federal awards, the independent auditor's reports on internal controls 
and compliance with applicable laws and regulations, and a schedule of findings and questioned costs, are 
included in a separately issued biennial single audit report. 
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Management's Discussion and Analysis (MD&A) immediately follows the Independent Auditor's Report and 
provides a narrative introduction, overview and analysis of the basic financial statements. This letter of 
transmittal is intended to complement MD&A and should be read in conjunction with it. 

 
 

PROFILE OF THE GOVERNMENT 
 

The State of North Dakota provides for a full range of services, including education, health and social 
services, highway maintenance and construction, law enforcement, judicial, public safety, business 
regulation, community and economic development, and natural resource development. The State's reporting 
entity reflected in the CAFR includes all the funds of the state as legally defined, as well as all of its 
component units in conformity with the requirements of GASS Statement No. 14. Statement No. 14 provides 
that the financial statements should emphasize the primary government and permit financial statement users 
to distinguish between the primary government and its component units. Consequently, the transmittal letter, 
MD&A, and the financial statements focus on the primary government and its activities. Although information 
pertaining to the discretely presented component units is provided, their separately issued financial 
statements should be read to obtain a complete overview of their financial position. The State's reporting 
entity is described more fully in Note 1A to the basic financial statements. 

 
The State operates through a biennial appropriation, which represents agency appropriations recommended 
by the governor and presented to the Legislative Assembly at the beginning of each legislative session. The 
budget is legally required to be adopted through passage of appropriation bills by the Legislative Assembly 
and signed by the governor. The governor has line item veto powers over all appropriations subject to 
legislative override. Once passed and signed, the appropriation bill becomes the departments' financial plan 
for the next two years. Changes to the appropriation are limited to Emergency Commission authorization, 
initiative, allotment, or referendum action. 

 
The State does not budget by fund nor does it formally budget revenues. The legal level of budgetary control 
is at the agency, appropriation authority and expenditure line item level. The State's budgetary policies and 
procedures are further explained in Note 1D on the notes to the basic financial statements. 

 
 

LOCAL ECONOMY 
 

Although the North Dakota economy is increasingly diversified, the agricultural industry continues to play a 
key role in the state's economy. The USDA's National Agricultural Statistics Service reports that for 2012 
crop production, North Dakota is the nation's leading producer of durum wheat, spring wheat, sunflowers, 
canola, flaxseed, dry edible beans, dry edible peas, barley, and honey. 

 
The energy industry plays an important role in the state's economy. The development of wind and coal 
resources, the production of ethanol and bio-diesel, and oil and natural gas extraction all contribute the 
state's economy. Oil production continues to set new records and has increased over 700 percent from 2003 
to 2012. North Dakota's current crude oil production ranks second in the nation, behind only Texas. State 
and local tax revenues have been bolstered by increased oil and gas tax collections. Local economies 
throughout the western part of the state have seen unprecedented growth with an influx of energy-related 
jobs, people, and infrastructure improvement projects. 

 
As the flourishing North Dakota economy attracts workers to the state, the state's population continues to 
grow and, based on the 2010 census, has reached a level not seen since the 1930's. The influx of people, 
along with a large state investment in infrastructure, has helped to fuel a construction boom. Construction 
accounts for nearly 7 percent of employment in the state, compared to only around 4 percent for the U.S. 
Manufacturing is also a prominent player in the state's economy, accounting for 6 percent of employment; 
mining, which includes oil extraction and production, provides jobs for nearly 6 percent of the state's 
workforce, compared to less than 1 percent nationally. 

 
Machinery and transportation equipment make up nearly 30 percent of the state's exports. Other major 
exports are agriculture products, food, chemicals, and oil and gas. In 2012, exports totaled over $4.3 billion. 
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A listing of the state's twenty largest employers demonstrates the diversity of the economy. Top employers 
include: the U.S. military, the state university system, health care providers, manufacturers, financial and 
insurance companies, information technology companies, energy producers, and retail companies. 

 
LONG-TERM FINANCIAL PLANNING 

 
The long-term financial plan of the state was summarized by Governor Dalrymple in his budget address to 
the 2013 legislature. The Governor's financial plan for the state encompasses three main objectives : to fund 
priorities such as education, human services,  and infrastructure development; build significant financial 
reserves; and provide tax relief. 

 
For the 2013-15 biennium, the legislature approved a budget that increases general fund appropriations for 
elementary and secondary education by 35 percent, higher education by 37 percent, and human services by 
24 percent. In order to address needs for infrastructure improvements that facilitate  continued  economic 
growth in the state, the legislature approved an unprecedented $1.46  billion  general  fund  investment  in 
roads. 

 
By the end of the 2013-15 biennium, reserves are anticipated to total over $2.54 billion. Reserves include the 
budget stabilization fund, strategic investment and improvements fund, foundation aid stabilization fund, and 
general fund ending balance. In addition, the legacy fund is projected to have a balance of $2.97 billion. The 
legacy fund was established by the voters in November 2010 as a "savings account" to save a portion of oil 
tax revenues. The legacy fund will accumulate 30 percent of the state's share of oil tax revenue. Through a 
constitutional limitation, moneys in the fund cannot be spent until  July 1, 2017. After that time, oil tax 
collections will continue to add to the principal of the fund and interest will accrue to the state general fund. 
Beginning July 1, 2017, up to 15 percent of the principal of the fund can be spent each biennium, but only 
with the approval of two-thirds of the members of both houses of the legislature. 

 
As recommended by the Governor, the legislature provided expanded property tax relief and approved 
reductions in tax rates for individuals, corporations, and financial institutions . 

 
Revenue forecasting that is accurate, conservative, and credible is a critical component  of  the  state's 
financial planning process. The state utilizes a Revenue Forecasting Advisory Committee, comprised of 
representatives of the major industries in the state and the legislative and executive branches of government, 
along with the expert ise of a national economic forecasting consultant. With the assistance of these experts, 
the state's Tax Department and Office of Management and Budget develop a revenue forecast for use in the 
budgeting process. 

 
The budgeting process begins with the development of a biennial budget proposal reflecting the Governor's 
priorities for the next two years. The budget is submitted to the legislature  for  their  consideration  and 
eventual enactment. With a biennial budget cycle, each revenue forecast and budget proposal provides a 
three-year plan for the revenues and expenditures of state government. 

 
RELEVANT FINANCIAL POLICIES 

 
North Dakota's financial policies ensure that in the event of an economic downturn, North Dakota state 
government will be able to continue to provide its citizens with necessary services . Should North Dakota 
experience a revenue shortfall of 2.5 percent or more, the state is able to access funds from the budget 
stabilization fund. By June 30, 2015, the budget stabilization fund is anticipated to have a balance of $584 
million, which is the statutory limit of 9.5 percent of the 2013-15 biennium state general fund budget. 

 
In addition to accessing the budget stabilization fund, in the event of an economic downturn the Governor is 
able to reduce general fund expenditure authority uniformly across state agencies through a process known 
as allotment. In the event of such a general fund expenditure reduction, the foundation aid stabilization fund 
was established to protect the state education aid program. Dollars from this fund would replace the amount 
of general fund dollars cut, thus K-12 education would not experience a reduction in funding. Funding for the 
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foundation aid stabilization fund comes from a portion of oil extraction tax collections. The foundation aid 
stabilization fund is expected to have a June 30, 2015 balance of $616 million. 

 
Oil tax collections are split between state government and local political subdivisions. The state has 
recognized that while tax collections from oil contribute significantly to the state, the volatility of oil price and 
production levels make it difficult to rely on oil tax revenue to fund general government operations. 
Consequently, the general fund portion is limited to no more than $300 million per biennium. 

 
MAJOR INITIATIVES 

 
Major initiatives proposed by Governor Jack Dalrymple and approved by the legislature for the 2013-15 
biennium include investing in infrastructure and in other priorities, continuing to build the state's reserves, 
and providing North Dakota's citizens with substantial tax relief. 

 
 

INFRASTRUCTURE  INVESTMENTS 
 

The 2013-15 biennium budget includes funding to rebuild and repair roads throughout the state and provides 
increased oil tax distributions and impact grants to counties and cities to fund a variety of local infrastructure 
projects. Funding for infrastructure improvements includes: 

• $1.16 billion to rebuild and repair state highways in the west region of the state. 
• $160 million for county road projects within the 17 oil and gas producing counties in western North 

Dakota. 
• $9 million for reconstruction and repair projects on township roads within the state's oil and gas 

counties. 
• $220 million dedicated to the repair and rebuilding of county roads outside the state's oil and gas 

region. 
• $240 million in grant funds to help communities in oil country offset direct impacts created by the 

rapidly developing energy industry. 
• $515 million for water-related projects, including the Community Water Facility Revolving Loan Fund, 

Devils Lake flood control, Fargo flood control, Mouse River flood control, Sheyenne River flood 
control, Fargo water supply, Southwest Pipeline Project, and Western Area Water Supply. 

 
TAX RELIEF 

 
The legislature approved and the Governor signed into law a comprehensive tax relief package to provide 
both income and property tax relief. The package provides: 

• A new school aid formula, integrating property tax relief and school funding. The new formula 
significantly increases the state share of k-12 education and lowers the statutory limit on school 
district taxing authority, providing property tax relief for homeowners, farmers, ranchers and 
commercial businesses. Of the total appropriation of $1.75 billion for the new integrated formula, 
over $600 million is for property tax relief. 

• A new state-paid property tax credit of 12 percent, providing property tax relief in the amount of $200 
million. 

• Individual and corporate income tax rate reductions resulting in taxpayer savings of approximately 
$125 million during the 2013-15 biennium. 

• Expansion of the homestead tax credit to include more qualifying low-income seniors. Tax relief 
provided through the program is more than doubled from $9 million in 2011-13 to $20 million in the 
2013-15 biennium. 

 
EDUCATION 

 
K-12 education initiatives include: 

• $1.75 billion in state funding for K-12 schools through the new integrated funding formula. 
• $14 million in grants to districts experiencing rapid enrollment growth. 
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• $54 million to assist districts in the provision of transportation services. 
• Over $22 million for grants to support and expand career and technical education course offerings. 

Higher Education initiatives include: 
• $414 million for capital projects and extraordinary repair projects at the eleven campuses. 
• $10 million to sustain the career and technical education and academic scholarship program. 
• $7 million for a Healthcare Workforce Initiative to expand class sizes and the number of residency 

positions at the UNO School of Medicine and Health Sciences. 
• $5  million to  create  a  performance  funding  pool for  campuses  that  meet  specific  goals  and 

performance  measures. 
• $29 million for the North Dakota Higher Education Challenge matching grant fund, to encourage 

philanthropy by providing a state match for private contributions to the state's colleges and 
universities. 

• $3 million to enhance campus safety and security . 
 

RESERVES 
 

The 2013-15 biennium budget ensures that ongoing expenditures are less than ongoing revenues and 
continues to grow reserve funds. By June 30, 2015, total reserves in the budget stabilization fund, 
foundation aid stabilization fund, strategic investment and improvements fund, and general fund ending 
balance are anticipated to exceed $2.54 billion.  The general fund budget for the 2013-15 biennium totals 
$6.86 billion. 

 
AWARDS AND ACKNOWLEDGEMENTS 

 
The Government Finance  Officers Association of the United States  and Canada (GFOA) awarded a 
Certificate of Achievement for Excellence in Financial Reporting to the State of North Dakota for its 
comprehensive annual financial report for the fiscal year ended June 30, 2012 . This was the  22nd 
consecutive year that the government has achieved this prestigious award. In order to be awarded a 
Certificate of Achievement, a government must publish an  easily readable and efficiently organized 
comprehensive annual financial report. This report must satisfy both generally accepted accounting 
principles and applicable legal requirements. 

 
A Certificate of Achievement is valid for a period of one year only. We believe that our current 
comprehensive annual financial report continues to meet the Certificate of Achievement Program's 
requirements, and we are submitting it to the GFOA to determine its eligibility for another certificate. 

 
In addition, the State of North Dakota received the GFOA's Award for Distinguished Budget Presentation for 
its 2011-2013 budget. In order to qualify for the Distinguished Budget Presentation Award, the State's budget 
document was judged to be proficient in several categories, including policy documentation, financial 
planning, and organization. 

 
This report was prepared by staff members of the Fiscal Management Division of the Office of Management 
and Budget. Their dedication and efforts are greatly appreciated. We also extend our gratitude to the 
numerous individuals from virtually all the state agencies and institutions, especially the Office of the State 
Auditor, for their assistance. 

 
Sincerely, 

 
 
 
 

Pam Sharp, Director 
Office of Management and Budget 
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BISMARCK, ND 58505 

 
 
 

Independent Auditor's Report 

 
 
 

PHONE 
(701) 328-2241 

FAX 
(701) 328-1406 

 

The Honorable Jack Dalrymple, Governor 
of the State of North Dakota 

 
Report on the Financial Statements 

Members of the Legislative Assembly 
of the State of North Dakota 

 

We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, the aggregate discretely presented component units, each major fund, 
and the aggregate remaining fund information of the State of North Dakota as of and for the 
year ended June 30, 2013, and the related notes to the financial statements , which collectively 
comprise the State's basic financial statements as listed in the table of contents. 

 
Management's Responsibility for the Financial Statements 

 
The State of North Dakota's management is responsible for the preparation and fair 
presentation of these financial statements in accordance with accounting principles generally 
accepted in the United States of America; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

 
Auditor's Responsibility 

 
Our responsibility is to express opinions on these financial statements based on our audit.  We 
did not audit the financial statements of the following state entities and discretely presented 
component units: 

Bank of North Dakota 
Beginning Farmer Revolving Loan Fund 
Building Authority 
College SAVE 
Community Water Facility Loan Fund 
Department of Trust Lands 
Guaranteed Student Loan Program 
Housing Finance Agency 
Housing Incentive Fund 

Job Service North Dakota 
Mandan Remediation Trust 
PACE and AG PACE Funds 
Public Employees Retirement System 
Rebuilders Loan Program 
Retirement and Investment Office 
State Fair Association 
Student Loan Trust 
Workforce Safety and Insurance 
All Discretely Presented Component Units 
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The financial statements of the above entities reflect total assets, net position or fund balance, 
and revenues of the government-wide financial statements and fund financial statements as 
follows: 

 

 Percent of 
Assets 

Percent of Net 
Position or 

Fund Balance 

Percent of 
Revenues

Government-Wide   Financial  
Statements    

Governmental Activities 31% 32% 20% 
Business-Type Activities 
Aggregate  Discretely Presented

84% 53% 45%

Component Units 100% 100% 100%

Fund Financial Statements    
Major Governmental Funds  

General Fund 0% 0% 0%
Federal Fund 1% 0% 2%
State Special Revenue Fund 

Major Enterprise Funds 
71% 73% 52%

Bank of North Dakota 100% 100% 100%
Housing Finance Agency 100% 100% 100%
University System 0% 0% 0%
Workforce Safety and Insurance 

Aggregate  Remaining Fund 
100% 100% 100%

Statements 93% 96% 72%
 

Those financial statements were audited by other auditors whose reports thereon have been 
furnished to us, and our opinion, insofar as it relates to the amounts included for those entities, 
is based solely on the reports of the other auditors. We conducted our audit in accordance with 
auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free  from 
material misstatement. The financial statements of the North Dakota University  System's 
discretely presented component units were not audited in accordance with Government Auditing 
Standards. 

 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements . The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of  the 
financial statements in order to design audit procedures that are appropriate in   the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity's internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used  and  the  reasonableness  of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 

 
Opinions 

 
In our opinion, based on our audit and the report of other auditors, the financial statements 
referred to above present fairly , in all material respects, the respective financial position of the 
governmental activities, the business-type activities, the aggregate discretely presented 
component units, each major fund, and the aggregate remaining fund information of the State of 
North Dakota, as of June 30, 2013, and the respective changes in financial position and, where 
applicable, cash flows thereof for the year then ended in accordance with accounting principles 
generally accepted in the United States of America. 

 
Emphasis of Matter 

 
The actuary for the North Dakota Public Employees Retirement System has determined that the 
Fund's unfunded actuarial accrued liability is approximately $1,034 and $873 million at June 30, 
2013 and 2012, respectively . Also, the actuary for the Highway Patrolmen's Retirement System 
has determined that the Fund's unfunded actuarial accrued liability is approximately $21 and 
$20 million at June 30, 2013 and 2012. The funding for the actuarial accrued liabilities is 
predicated on employer and employee funding rates mandated by North Dakota statutes. The 
actuary has determined that the current statutory contribution rates are insufficient to meet the 
actuarially determined  requirement. 

 
As discussed in Note 17 to the basic financial statements, the Bank of North Dakota elected to 
present an unclassified statement of net position because current assets are not matched with 
current liabilities. Presentation of a classified statement of net position would give the false 
impression that there is a liquidity problem at the bank. Presentation of a classified statement of 
net position for the Bank of North Dakota would be misleading to the extent that the financial 
statements may be materially misstated. 

 
As described in Note 22 to the financial statements, the State of North Dakota adopted the 
provisions of GASS 60 Accounting and Financial Reporting for Service Concession 
Arrangements, GASB 61 The Financial Reporting Entity: Omnibus, GASB 62 Codification of 
Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and 
A/CPA Pronouncements, and GASB 63 Financial Reporting of Deferred Outflows of Resources, 
Deferred Inflows of Resources, and Net Position. Our opinions are not modified with the 
implementation of these GASS statements . 

 
Other Matters 

 
Required Supplementary Information 

 
Accounting principles generally accepted in the United States of America require that the 
Management's Discussion and Analysis and Budgetary Comparison Schedules and related 
reconciliations and notes on pages 20-30 and 133-139 be presented to supplement the basic 
financia l statements . Such information, although not a part of the basic financial statements, is 
required by the Governmental Accounting Standards Board who considers it to be an essential 
part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic , or historical context. We have applied certain limited procedures to the 
required supplementary information in accordance with auditing standards generally accepted in 
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the United States of America , which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management 's 
responses to our inquiries, the basic financial statements, and other knowledge we obtained 
during our audit of the basic financial statements. We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance. 

 
Other Information 

 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the State of North Dakota's basic financial statements. The combining and 
individual fund financial statements listed in the table of contents are presented for purposes of 
additional analysis and are not a required part of the basic financial statements. 

 
The combining and individual fund financial statements listed in the table of contents is the 
responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the financial statements . Such information has 
been subjected to the auditing procedures applied in the audit of the financial statements and 
certain additional procedures, including comparing and reconciling such information directly to 
the underlying accounting and other records used to prepare the financial statements or to the 
basic financial statements themselves , and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America . In our opinion, the 
combining and individual fund financial statements and schedules listed in the table of contents 
are fairly stated, in all material respects, in relation to the financial statements as a whole. 

 
The introductory and statistical sections have not been subjected to the auditing procedures 
applied in the audit of the basic financial statements, and accordingly, we do not express an 
opinion or provide any assurance on it. 

 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated 
December 17, 2013 on our consideration of the State of North Dakota's internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters. The purpose of that report is to describe 
the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on internal control over financial reporting or 
on compliance. That report  is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering State of North Dakota's internal control over 
financial reporting and compliance. 

 
 
 
 
 

Robert R. Peterson 
State Auditor 

6/ o// 
Edwin J. Nagel, Jr., CPA 
Director 

 

Bismarck North Dakota 

December 17, 2013 
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MANAGEMENT'S  DISCUSSION AND ANALYSIS 

 
This section of the State of North Dakota's (the State's) Comprehensive Annual Financial Report presents 
a discussion and analysis of the State's financial performance, providing an overview of the activities for 
the fiscal year ended June 30, 2013. Please read it in conjunction with the transmittal letter at the front of 
this report and with the State's financial statements, which follow this section. 

 
FINANCIAL  HIGHLIGHTS 

 
Government-wide: 
The assets of the State exceeded its liabilities at fiscal year end by $14 billion (reported as net position), 
an increase of $3.1 billion from the previous year. The net position of governmental activities increased 
by 34.2% while the net position of the business-type activities showed an increase of 7.2%. 

 
Fund Level: 
As of the close of fiscal year 2013 the State's governmental funds reported combined ending fund 
balances of $9.4 billion, an increase of $2.6 billion. Of this amount, $1.4 billion is non-spendable, primarily 
for legal requirements. Spendable fund balance consists of $3.7 billion restricted for specific purposes 
such as transportation, $2 billion committed and $65 million assigned for specific functional expenditures 
such as public safety and regulatory, with the unassigned fund balance making up the remaining amount 
of $2.1 billion. At the end of the fiscal year, unassigned fund balance for the General Fund was $2.1 
billion. 

 
The enterprise funds reported net position at year-end of $2.4 billion, an increase of $162 million during 
the year. 

 
Long-term Debt: 
The State's total debt (bonds and notes payable) decreased approximately 13% during the fiscal year to 
$1.52 billion, a decrease of $233 million, which represents the net difference between new issuances and 
payments.  During the year the State issued $94 million in bonds and $53 million in notes. 

 
More detailed information regarding these activities and funds is included in Note 3K. 

 
OVERVIEW OF THE FINANCIAL STATEMENTS 

 
This discussion and analysis is an introduction to the State's basic financial statements, which consists of 
three components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes to 
the financial statements. This report also contains other supplementary information in addition to the 
basic financial statements. 

 
Government-wide  Statements 

 
The government-wide financial statements provide a broad view of the State's operations in a manner 
similar to a private-sector business. The statements provide both short-term and long-term information 
about the State's financial position, which assists in assessing the State's economic condition at the end 
of the fiscal year. These statements include all non-fiduciary assets and liabilities using the accrual basis 
of accounting. The current year's revenues and expenses are taken into account regardless of when cash 
is received or paid. 

 
The Statement of Net Position presents all of the State's assets and liabilities, with the difference between 
the two reported as "net position". Over time, increases and decreases in net position is an indicator of 
whether the State's financial position is improving or deteriorating. 

 
The Statement of Activities presents information showing how the State's net position changed during the 
most recent fiscal year. All changes in net position are reported as soon as the underlying events giving 
rise to the change occur,  regardless  of the timing  of  related cash flows.  Therefore,  revenues and 
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expenses are reported in these statements for some items that will only result in cash flows in future fiscal 
periods (e.g., uncollected taxes and earned but unused vacation leave). 

 
Both statements report three activities: 

 
Governmental Activities - The activities in this section are primarily supported by taxes and 
intergovernmental revenue. Most of the State's basic services, such as education, health and human 
services and transportation, are reported under this category. 

 
Business-type Activities - These functions are intended to recover all or a significant portion of their costs 
through user fees and charges to external users of goods and services. The Bank of North Dakota, 
Housing Finance Agency and the University System are examples of the State's business-type activities. 

 
Discretely Presented Component Units - These are operations for which the State has financial 
accountability but they have certain  independent qualities as well. These entities operate similar to 
private-sector business and the business-type activities described above. The State has 4 discretely 
presented component units. Financial information for these entities is presented separately from the 
financial information presented for the primary government. 

 
The government-wide financial statements can be found immediately following this discussion and 
analysis. 

 
Fund Financial Statements 

 
A fund is a fiscal and accounting entity with a self-balancing set of accounts that the State uses to keep 
track of specific sources of funding and spending for a particular purpose. The State, like other state and 
local governments, uses fund accounting to ensure and demonstrate compliance with finance related 
legal requirements. 

 
The basic fund financial statements begin immediately after the government-wide statements and provide 
more detail about the major individual funds. The State's funds are divided into three categories - 
governmental, proprietary, and fiduciary. It is important to note that these fund categories use different 
accounting approaches and should be interpreted differently. 

 
Governmental funds -- Most of the State's basic services are reported in the governmental funds. 
Governmental funds are used to account for essentially the same functions reported as governmental 
activities in the government-wide financial statements. However, unlike the government-wide financial 
statements, the governmental fund financial statements focus on the near-term inflows and outflows of 
spendable resources. They also focus on the balances left at year-end that are available for future 
spending. Such information may be useful in evaluating whether there are more or fewer financial 
resources that can be spent in the near future to finance the State's programs. These funds are reported 
using modified accrual accounting, which measures cash and all other financial assets that can readily be 
converted to cash. 

 
Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented  for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements. By doing 
so, readers may better understand the long-term impact of the government's near-term financing 
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues, 
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between 
governmental funds and the governmental activities. These reconciliations are presented on the page 
immediately following each governmental fund financial statement. 

 
Governmental funds include the General Fund, special revenue, capital project, debt service, and 
permanent funds. The State has several governmental funds, of which three (3) are considered major 
individual funds. These three are the General Fund, the Federal Fund, and the State Special Revenue 
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Fund. Each of these major funds is presented in a separate column in the governmental fund balance 
sheet and in the governmental fund statement of revenues, expenditures and changes in fund balance. 
The remaining governmental funds are combined in a single aggregated column on the basic fund 
statements. Individual fund data for each of these non-major governmental funds can be found in the 
other supplementary information section of this report. 

 
Proprietary funds - Services for which the State charges customers a fee are generally reported in 
proprietary funds. The state maintains two different types of proprietary funds, enterprise funds and 
internal service funds. Enterprise funds report activities that provide supplies and services to the general 
public. Internal service funds report activities that provide supplies and services for the State's other 
programs and activities. Like the government-wide statements, proprietary funds use the accrual basis of 
accounting. Although the basis of accounting is the same for the government-wide and proprietary fund 
statements, reconciliation between these statements is presented because of the allocation of internal 
service funds' net income. 

 
The State has four (4) major enterprise funds: The Bank of North Dakota, Housing Finance, University 
System, and Workforce Safety and Insurance. These four funds are each presented in separate columns 
on the basic proprietary fund financial statements. The remaining enterprise funds are combined in a 
single total column on these statements. Individual fund data for each of the non-major enterprise funds 
can be found in the other supplementary information section of this report. 

 
The State's internal service funds are reported as governmental activities on the government-wide 
statements, because the services they provide predominantly benefit governmental activities. The State's 
four (4) internal service funds are reported on the basic proprietary fund financial statements in a single 
combined column. Individual fund data for the internal service funds is provided in the form of combining 
statements found elsewhere in this report. 

 
Fiduciary funds -- The State acts as a trustee, or fiduciary, for its employee pension plans. It is also 
responsible for other assets that, because of a trust arrangement, can be used only for the trust 
beneficiaries. The State's fiduciary activities are reported in separate Statements of Fiduciary Net Position 
and Changes in Fiduciary Net Position. These funds, which include pension (and other employee benefit) 
trust, investment trust, private-purpose trust, and agency funds, are reported using accrual accounting. 
The government-wide statements exclude fiduciary fund activities and balances because the State cannot 
use these assets to finance its operations. 

 
Notes to the Financial Statements 

 
The notes provide additional information that is essential to a full understanding of the data provided in 
the government-wide and the fund financial statements. The notes to the financial statements can be 
found immediately following component units' financial statements. 

 
Required Supplementary  Information 

 
The basic financial statements are followed by a section of required supplementary information. This 
section includes a budgetary comparison schedule, which includes reconciliation between the statutory 
fund balances for budgetary purposes and the fund balances for the General Fund, the State Special 
Revenue Fund and the Federal Fund as presented in the governmental fund financial statements. 

 
Other Supplementary Information 

 
Other supplementary information includes combining financial statements for non-major governmental, 
non-major enterprise, internal service, and fiduciary funds. These funds are added together, by fund type, 
and presented in single columns in the basic financial statements. 
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FINANCIAL ANALYSIS OF THE GOVERNMENT AS A WHOLE 
 

As noted previously, net position may serve over time as a useful indicator of a government's financial 
position. The State's combined net position (governmental and business-type activities) totaled $14 billion 
at the end of fiscal year 2013. Net position increased 28.6% from the prior fiscal year. 

 

State of North Dakota's Net Position 
(Expressed in Thousands) 

 
Governmental Business-Type Total Primary 

  Activities  Activities  Government   
 

   2012    2013    2012    2013    2012     2013  

 

Current and Other Assets 
 

$7,540,411
 

$10,360,825
 

$8,323,336 
 

$1,076,842
 

$13,038,483 
 

$16,022,202 
Capital Assets 2,092,289 2,465,894 1,034,415 9,020,465 3,126,703 3,542,735

Total Assets 9,632,700 12,826,719 9,357,751 10,097,307 16,165,186 19,564,937
 

Deferred Outflows of Resources 
   

18,580

 

12,866

 

18,580 
 

12,866

 
Long-Term Liabilities 
Outstanding 

 
 

256,882 

 
 

243,279

 
 

2,619,299 

 
 

2,509,577

 
 

2,876,181 

 
 

2,752,856 
Other Liabilities   703,020   869,056     4,476,888      5,156,513   2,336,064   2,676,480

Total Liabilities   959,902   1,112,335     7,096, 187     7,666,090   5,212,245     5,429,336 
 

Net Position 

Invested in Capital Assets, 
 

Net of Related Debt 1,943,227 2,331,214 752,357 792,068 2,695,584 3, 123,282

Restricted 3,094,031 3,786,155 569,991 632,432 3,664,023 4,418,587

Unrestricted   3,635,539   5,597,015   957,796      1,019,583   4,593,335   6,616,598  

Total Net Position $8,672,797 $11,714,384   $2,280,144 $2,444,083  $10,952,942 $14,158,467 
   

 
 

The largest component (47%) of the State's net position is unrestricted net position. Unrestricted net 
position may be used at the State's discretion, but often have limitations on use based on State statutes. 
Restricted net position make up thirty-one percent (31%) of the state's  net position. Restricted net 
position represents resources that are  subject to external restrictions, constitutional provisions, or 
enabling legislation on how they can be used. 

 
Twenty-two percent (22%) of the State's net position reflects its investment in capital assets such as land, 
buildings, equipment, and infrastructure (roads, bridges and other immovable assets) less any related 
debt outstanding that was needed to acquire or construct the assets. The State uses these capital assets 
to provide services to citizens; consequentially, these assets are not available for future spending. 
Although the State's investment in its capital assets is reported net of related debt, it should be noted that 
the resources needed to repay this debt must be provided from other sources, since the capital assets 
themselves cannot be used to liquidate these liabilities. 

 
The condensed financial information on the following page was derived from the government-wide 
Statement of Activities and reflects how the State's net position changed during the fiscal year: 
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State of North Dakota's Changes in Net Position 
(Expressed in Thousands) 

 

 Governmental Business-Type Total Primary 
Activities Activities Government

2012 2013 2012 2013 2012 2013
Revenues:   
Program Revenues:   

Charges for Services $303,617 $319,089 $1,354,231 $1,462,923 $1,657,848 $1,782,012

Operating Grants & Contributions 2,012,322 1,867,800 353,505 370,856 2,365,827 2,238,656

Capital Grants & Contributions 18,099 5,353 20,975 19,866 39,074 25,219

General Revenues:   
Income Taxes 658,905 863,018 658,905 863,018

Sales Taxes 1,543,141 1,654,187 1,543,141 1,654,187

Other Taxes 1,742,034 2,602,391 1,742,034 2,602,391

Investment Earnings 15,501 17,968 15,501 17,968

Tobacco Settlement 22,265 22,333 22,265 22,333

Other 170,545 206,709 1,940 39, 166 172,485 245,875

Total Revenues 6,486,429 7,558,848 1,730,651 1,892,811 8,217,080 9,451,659
 
Expenses 

      

General Government 617,152 889,332 617, 152 889,332

Education 843,780 875,991 843,780 875,991

Health and Human Services 1,271,697 1,318,900 1,271,697 1,318,900

Regulatory 33,988 44,814 33,988 44,814

Public Safety and Corrections 303,603 209,733 303,603 209,733

Agriculture and Commerce 91,653 93,213 91,653 93,213

Natural Resources 132,679 114,752 132,679 114,752

Transportation 796, 123 595,647 796,123 595,647

Interest on Long Term Debt 9,064 8,454 9,064 8,454

Bank of North Dakota  71,997 68,888 71,997 68,888

Housing Finance  56,047 48,368 56,047 48,368

Loan Programs  8,093 8,756 8,093 8,756

State Lottery  18,877 19,714 18,877 19,714

Unemployment  Compensation  89,237 118,377 89,237 118,377

University System  1,047,950 1,080,817 1,047,950 1,080,817

Workforce Safety and Insurance  359,216 448,535 359,216 448,535

Other  274,974 279,390 274,974 279,390

Total Expenses 4,099,739 4,150,836 1,926,391 2,072,845 6,026,130 6,223,681

 
Increase (decrease) in Net Position 

Before Contributions & Transfers 

 
 

2,386,690

 
 

3,408,014

 

 
(195,739)

 

 
(180,034)

 
 

2,191,078 

 
 

3,227,980
Special Item - Loss Comp. Proj.  (14,729)  (14,729)

Contributions to Permanent 
Fund Principal 

 
12,470

 
13,723

   
12,470 

 
13,723

Transfers (368,077) (409,586) 390,215 358,701 22, 138 (50,885)

 
Increase in Net Position 

 
2,031,083 

 
3,012,151

 
194,476

 
163,938

 
2,225,686 

 
3, 176,089

 

Net Position - Beginning -As 
Restated 6,641,714 8,702,233 2,085,669 2,280,145 8,727,383     10,982,378 

Net Position- Ending  
$8,672,797  $11,714,384 $2,280,145 $2,444,083 $10,952,941   $14,158,467 
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definitions for these categories. The following analysis of funds provides the explanation for the overall 
change in net position for governmental funds. 

 
The General Fund is the chief operating fund of the State. At the end of current fiscal year, unassigned 
fund balance of the General Fund was $2.1 billion, non-spendable was $1.4 billion and $840 million was 
committed for expenditure by various governmental functions. 

 
Total General fund balance increased during the fiscal year by $1.4 billion. Revenues increased 
approximately 6%, due primarily to increases in individual and corporate income tax of approximately 
$200 million and sales use tax revenue of more than $95 million. Explanations for these increases were 
explained with the increase in net position for governmental activities. 

 
General fund expenditures increased by 19.3%. General government expenditures increased because of 
an increase in tax distributions to the counties as previously explained. 

 
The State Special Revenue ending fund balance grew by $1.2 billion to $4.9 billion. Revenues increased 
73% and expenditures increased 17%. Revenues increased in the state special revenue fund primarily 
due to an increase in oil, gas and coal tax revenues. General Government expenditures saw the highest 
increase in expenses due to an increase in tax distributions to the counties. 

 
The June 30 Federal Fund balance of $4.8 million consists of non-spendable items such as prepaids and 
inventory and unearned revenue for those revenues to be received later than the time period used for 
revenue recognition. 

 
Proprietary  Funds 

 
The State's proprietary funds provide the same type of information found in the government-wide financial 
statements, but in more detail. The increases in the net position of the proprietary funds are discussed 
under "Business-type Activities" above. 

 
General Fund Budgetary Highlights: 
The State has a biennial appropriated budget. The fiscal year ending June 30, 2013, was the second year 
of the 2011-13 budget cycle. The original budget increased $666.3 million. 

 
At the beginning of the 2011-13 budget cycle, there was an increase in the original budget of $94 million 
due to the authorized carryover of general fund appropriation authority from the 2009-11 biennium, and a 
$12.9 million increase for capital construction carryover. 

 
The increases to the beginning appropriated budget are from authorized  carryover of general fund 
appropriation authority and the larger ones are noted below. 

 
Several state agencies were authorized by appropriation laws to carryover a portion or all of their general 
fund appropriation for various purposes, including the Historical Society, $35.1 million, the University 
System, $31.2 million, the Department of Public Instruction, $9.5 million, Commerce Department, $7 
million, Legislative Council, $3.4 million and Legislative Assembly, $2.6 million. 

 
Of the $12.9 million in capital construction carryover dollars, $2.7 million was for the Office of 
Management and Budget; $2.4 million was for the Information Technology Department; $2.5 million was 
for the Adjutant General; $2.8 million was for the Department of Corrections; $1.5 was for the Veteran's 
Home and various smaller amounts for several other state agencies. 

 
An additional general fund budget appropriation of $8.9 million was given to the Department of Human 
Services in November of 2012 for the purpose of defraying the expenses of incorporating the Medicaid 
and children's health insurance  program eligibility determination functionality into the health benefit 
exchange, and for the purpose of defraying the corresponding costs related to the modification of the 
department's economic assistance eligibility system. 
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The 2012 Legislature authorized various general fund adjustments for the 2011-13 budget. In a disaster 
bill, $85.9 million in additional general fund appropriation authority was given to various agencies, 
including $48.7 million to adjutant general for disaster relief fund and $30 million to the Land Department 
for the purpose of providing infrastructure development grants to flood-impacted political subdivisions. 

 
An additional general fund budget appropriation of $23 million was given to the State Treasurer's Office in 
March 2012 as the 2011 Legislature approved this additional amount contingent on the revenue 
collections for oil, gas, and tax revenue exceeding projections by 48 million. 

 
The 2013 Legislature authorized various general fund adjustments for the 2011-2013 budget. In a 
deficiency bill, $59.5 million in additional general fund appropriation authority was given to various 
agencies, including $20.9 million to the Department of Human Services and $36.1 million to the 
Department of Transportation for operating costs. 

 
An additional general fund budget appropriation of $100 million was given to the State Treasurer's Office 
for the purpose of providing transportation funding  distributions. In the same bill the Department of 
Transportation was given $225 million for the construction and maintenance of state highways. 

 
There were no expenditures in excess of general fund authority. 

 
CAPITAL ASSETS AND  DEBT ADMINISTRATION 

 
Capital Assets: At the end of the fiscal year 2013, the State had invested $3.5 billion, net of accumulated 
depreciation, in a broad range of capital assets. Depreciation charges for this fiscal year totaled $158 
million. 

(Net of Depreciation, Expressed in Thousands) 
 

Governmental  Business-Type Total Primary 
Activities Activities Government

2012 2012 
    Restated 2013  2012  2013 Restated 2013   

 

Land and Land Improvements $70,827 $76,924  $19,064 $18,742 $89,891 $95,666

Building & Building Improvements 303,958 321,272 628,722 640,910 932,680 962, 182

Equipment 137,614 141,231 160,161 162,565 297,775 303,796

Intangibles 

Software 
 

32,052 
 

31,788
  

17,342
 

15,312 
 

49,394 
 

47,100

Other 6,317 7,208 610 708 6,927 7,916

Infrastructure 979,227 1,026,212 93,065 104,835 1,072,292 1,131,047

Construction in Progress 591,729 861,259 115,451 133,770 707,180 995,029

Total $2,121,724 $2,465,894 $1,034,415   $1,076,842  $3,156,139 $3,542,736 
  

 
 

The total increase in the State's investments in capital assets for the current fiscal year was 12% in terms 
of net book value. However, actual expenditures to purchase or construct capital assets were 
approximately $687 million for  the year. A major portion of this amount was used to construct or 
reconstruct assets at the University Systems and for highway construction. More detailed information on 
the State's capital assets can be found in Note 3H to the financial statements. 

 
Long-term Debt: Article X, Section 13 of the Constitution of North Dakota provides that the state may 
issue or guarantee the payment of bonds provided that all bonds in excess of $2 million are: secured by 
first mortgage upon property and no further indebtedness may be incurred by the state unless evidenced 
by a bond issue; authorized by law, for a certain purpose; provisioned to pay the interest semiannually, 
and pay the principal within 30 years. The law authorized the bond issue must specifically appropriate the 
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provisions to the payment of the principal and interest of the bond. The State has no general obligation 
bonds outstanding at June 30, 2013. 

 
The State does have a number of revenue bonds outstanding at June 30, 2013. Current state statutes 
empower certain state agencies and the Building Authority, a component unit of the State, to issue bonds 
as part of their activities. This debt is not backed by the full faith and credit of the State of North Dakota. 
The principal and interest on revenue bonds issued by state agencies is payable from designated 
revenue sources.  The Building Authority's bonds generate revenue to finance the construction and 
improvements of State buildings. Revenues derived from leases on the buildings fund the debt service 
requirements. 

 
The Bank of North Dakota has advances from the Federal Home Loan Bank in the amounts of $405 
million. The advances have a fixed rate of interest, ranging from 2.20 percent to 7.35 percent. 

 
More detailed information regarding the State's long-term obligations is presented in Note 3K to the 
financial  statements. 

 
State of North Dakota's Outstanding Debt 

(Expressed in Thousands) 
 

Governmental 

  Activities   

Business-Type 

  Activities   

Total Primary 

  Government   

2012  2013 2012  2013 2012  2013 
 

Revenue Bonds $197,021 $180,757 $1,069,257 $919,506 $1,266,278 $1, 100,263

Notes Payable   7,4_28_ 6 ,2_11_   481,735 415,856 489, 163   4_2_2,0_6_7

Total $204,449 $186,968 $1,550,992 $1,335,362 $1,755,441 $1,522,330
 

The State's total debt decreased approximately 13% during the current fiscal year. 
 

ECONOMIC CONDITION AND OUTLOOK 
 

Moody's Analytics recently completed an analysis of the North Dakota economy for its Precis U.S. State 
October 2013 publication. The report depicts a strong, growing economy, leading the nation in several 
areas. North Dakota's state gross domestic product (GDP), the value of goods and services produced in 
the state, has grown by over 35 percent from 2008 through 2012. In sharp contrast, GDP nationally has 
grown by only around 4 percent during that time. Moody's predicts that North Dakota's GDP will continue 
to outpace the nation over the next several years. The rate of growth in North Dakota's GDP is expected 
to exceed 5 percent during calendar year 2013 compared to less than 2 percent for the U.S. 

 
The state's unemployment rate, only 2.7 percent in October 2013, is approximately one-third the U.S. rate 
of 7.3 percent and remains the lowest in the nation. The state's unemployment rate is expected to remain 
well below the national rate, remaining around 3 percent through 2016; the national rate is expected to 
decline, but is anticipated to remain at or above 7 percent through 2016. 

 
The high level of economic activity, combined with the extremely low unemployment rate, has led to 
growth in the state's population. As the number of jobs has increased, so has the labor force as potential 
workers migrate from states with much weaker labor markets. From 2008 through 2012, employment in 
North Dakota grew by over 17 percent; nationally, it has declined by over 2 percent during that time. 

 
Median household income and per capita income for North Dakota have both surpassed the national 
average. For 2011, median household income in North Dakota was $55,766 compared to $51,017 for the 
U.S. Per capita income for 2012 was $54,871 for North Dakota, but only $43,735 for the U.S. 
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Another indication of the state's strong economy -- the  State of  North  Dakota  recently  earned  a AAA 
credit rating, the highest rating available, from Standard & Poor's Rating Services. The new rating is an 
upgrade from the state's previous credit rating of  AA+,  the  second-highest  rating  available.  In 
determining the state's upgraded credit rating, Standard  and  Poor's  considered  the  state's  capacity  to 
meet financial commitments, its strong government management and budgetary performance, growing 
reserves, low unemployment rate, and growth in per-capita  gross  state  product.  Standard  and  Poor's 
also upgraded the state's appropriation  bonds from AA to AA+. 

 
Moody's concludes that "North Dakota is in an enviable position and will outperform the U.S. for the next 
several years thanks to its booming energy industry. High prices and new technologies will support oil 
production, accompanied by growth in auxiliary industries throughout the state." 

 
CONTACTING THE STATE'S OFFICE OF FINANCIAL MANAGEMENT 

 
This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors 
with a general overview of the State's finances and to demonstrate the State's accountability for the 
money it receives. Questions about this report or additional financial information should be addressed to 
the State of North Dakota, Office of Management and Budget, 600 E. Boulevard, Dept. 110, Bismarck, 
ND 58505. 
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STATE OF NORTH DAKOTA 
 

 

Statement of Net Position 
June 30, 2013 

 
 
 

Governmental 

Activities 

Primary Government 
Business-Type 

Activities Total 

Component 
Units 

(GASB Based) 
 

ASSETS 
Cash and Cash Equivalents 

Investments 

Accounts Receivable - Net 
Taxes Receivable - Net 
Interest Receivable - Net 

Intergovernmental Receivable - Net 
Internal Receivable 

Due from Component Units 
Due from Primary Government 
Prepaid Items 
Inventory 
Loans and Notes Receivable - Net 
Unamortized Bond Financing Costs 
Pension Assets 
Other Assets 

Restricted Assets: 

Cash and Cash Equivalents 
Investments 
Interest Receivable - Net 

Loans and Notes Receivable - Net 

Capital Assets: 

 

$ 17,732,105 

5,135,474,742 

96,908,319 

608,377,669 

19,525,194 

242, 168,106 

4,082,717,784 
 
 
 

7,473,530 

19,328,031 

128,941,163 

560,681 

1,617,811 

 

$ 849,228,310 $ 866,960,415 $ 

3,744,676,822 8,880, 151,564 

159,267,209 256, 175,528 

608,377,669 

49,883,228 69,408,422 

43,509,213 285,677,319 

733,629,286 

11,281,702 11,281,702 
 

2,717,821 10,191,351 

37,707,004 57,035,035 

3,225,940,906 3,354,882,069 

9, 119,844 9,680,525 

1,617,811 

18,380,797 18,380,797 
 

151,571,352 151,571,352 

34,097,643 34,097,643 

2,718,000 2,718,000 

680,365,000 680,365,000 

 
 

22,488,000 

2,417,840 

1,790,683 
 

57,216 
 
 
 
 

3,350,000 
 
 
 

10,724,299 

1,182,000 
 

147,149 
 

27,376,000 

605,389,000 

4,029,000 

Nondepreciable 938, 182,728 152,512,168 1,090,694,896 
Depreciable, Net 1,527,710,899 924,329,673 2,452,040,572 25,883

Total Assets 12,826,718,762 10,097,306,692 19,574,936,956 678,977,070
 

DEFERRED OUTFLOWS OF RESOURCES 
Financial Derivative Instrument 

 
 

12,866,000 12,866,000 
       

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

• An internal receivable balance remains in the Total column because certain Business-Type Activities  have different 
fiscal year ends than the Governmental Activities.  As internal balances are reported separately as internal receivables 
and internal payables, those lines, as well as the total assets and total liabilities, do not crossfoot. 
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STATE OF NORTH DAKOTA 
 

 

Statement of Net Position 
June 30, 2013 

 
 
 
 
 
 

LIABILITIES 

Prima!l'. Government Component 
Governmental Business-Type  Units 

  Activities  Activities Total (GASB Based) 

Accounts Payable 276,989,994 60,747,561 337,737,555 2,799,609 

Accrued Payroll 48,322,245 33,457,502 81,779,747 

Securities Lending Collateral 251,722,709 1,052,551 252, 775,260 

Interest Payable 2,690,464 14,174,050 16,864,514 2,266,000 

Intergovernmental Payable 142,674,270 6,731,385 149,405,655 

Tax Refunds Payable 113,553,757 113,553,757 

Internal Payable 3,349,088,498 

Due to Component Units 58,862,106 58,862, 106 

Due to Primary Government 3,832,667 

Contracts Payable 21,814,904 835,769 22,650,673 

Federal Funds Purchased 275,960,000 275,960,000 

Reverse Repurchase Agreements 

Other Deposits 1,146,543,563 1,146,543,563 

Amounts Held In Custody for Others 16,454,022 16,454,022 24,291 

Unearned Revenue 11,287,623 162,592,317 173,879,940 239,926 

Financial Derivative Instrument 12,866,000 12,866,000 

Other Liabilities 17,147,575 17,147,575 
Long-Term Liabilities 

Due within one year 24,569,705 312,739,565 337,309,270 14,554,289 

Due in more than one year 218,709,181 2, 196,837,405 2,415,546,586 222,003,000 
    

  

Total Liabilities 1,112,334,852 7,666,089,869 5,429,336,223 245,719,782 
       

 
NET POSITION 

 

Net Investment in Capital Assets 
Restricted for: 

2,331,214,264  792,067'993  3,123,282,257 18,006

General Government 37, 138,082 37, 138,082

Education 2,908,386, 165 2,908,386, 165

Health and Human Services 16,714,895 16,714,895 
Regulatory Purposes 60,820,427 60,820,427 
Public Safety & Corrections 1,069,658 1,069,658 
Agriculture and Commerce 38,386,593 38,386,593 
Cultural and Natural Resources 359,511,218 359,511,218 
Transportation 275,207,928 275,207,928 
Capital Projects 2,165,000 43,772 2,208,772 7,061,906

Debt Service 16,767,264 142,587,228 159,354,492 137,642,000

Loan Purposes 45,554,052 45,554,052 258,438,000

Pledged Assets 227,652,000 227,652,000 
Unemployment  Compensation 166,653,983 166,653,983 
Permanent Fund and University System ·Nonexpendable 65, 183,169 15,698,471 80,881,640 55,000

University System • Expendable 26,781,272 26,781,272 
Other 4,804,330 7,461, 180 12,265,510 

Unrestricted 5,597,014,917 1,019,582,872 6,616,597,789 30,042,376

Total Net Position $ 11,714,383,910 $ 2,444,082,823 $   14,158,466,733 $ 433,257,288
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STATE OF NORTH DAKOTA 
 

 

 
Statement of Activities 
For the Fiscal Year Ended June 30, 2013 

 
 
 

Pro!!ram Revenues 
 

 
 Functions/Programs  

 

 
Expenses

 
Charges for 

Services

Operating 
Grants and 

Contributions 

Capital 
Grants and 

Contributions
Primary Government: 
Governmental Activities: 

General Government $ 669,332,121 $ 32,615,967 $ 26,720,626 $ 
Education 675,991,527 6,066,567 599,032,373 
Health and Human Services 1,316,699,711 36,361,590 766,646,764 
Regulatory 44,613,739 32,359,607 5,776,021 
Public Safety and Corrections 209,732,547 26,614,392 66,613,671 
Agriculture and Commerce 93,212,634 35,652,945 26,536,360 
Natural Resources 114,752,466 26,356,662 16,566,762 4,552,606

Transportation 595,646,719 120,621,133 351,661,971 600,401

Interest on Long Term Debt 6,454, 110

Total Governmental Activities 4, 150,635,796 319,069,263 1,667,600,610 5,353,007

Business-Type Activities: 
Bank of North Dakota 66,667,617 161,060,000 611,000 
Housing Finance 46,366,304 42,649,030 11,579,000 
Loan Programs 6,756,357 7,536, 124 60,336 
State Lottery 19,713,967 27,999,466 2,936 
Unemployment Compensation 116,377,072 127,174,321 3,765,694 
University System 1,060,616,602 466,262,379 227,027,404 19,665,657

Workforce Safety & Insurance 446,535,174 320,237,794 123,246, 167 
Other 279,369,712 269,961,947 4,522,674 

Total Business-Type Activities 2,072,644,625 1,462,923,061 370,655,633 19,665,657

 
Total Primary Government 

 
$   6,223,660,621 

 
$ 1,762,012,344

 
$ 2,236,656,443 

 
$ 25,216,664

 
Component Units (GASB Based): 

 
$ 30,363,517

 
$ 17,541,699

 
$ 63,395,972 

 
$ 

 
General Revenues: 

Taxes: 

Individual and Corporate Income Taxes 
Sales and Use Taxes 
Oil, Gas and Coal Taxes 
Business and Other Taxes 

Unrestricted Investment Earnings 

Tobacco Settlement 

Miscellaneous 
Payment from State of North Dakota 

Contributions to Perm Fund Principal 

Special Item - Loss on Discontinuance of Computer Project 

Transfers 

Total General Revenues and Transfers 
Change in Net Position 

Net Position, Beginning of Year, as Restated 
Net Position, Ending 
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Net (Expense) Revenue and Change in Net Position 
 

Primary Government Component 
Governmental Business-Type Units 

Activities Activities Total (GASB Based) 
 

 
$ (827,795,326) 

  

 
$ (827,795,326)

 

(270,872,587) (270,872,587)
(513,869,337) (513,869,337)

(6,677,911) (6,677,911)

(114,304,484) (114,304,484)
(29,021,509) (29,021,509)
(65,254,238) (65,254,238)

(122,343,214) (122,343,214)
(8,454, 110) (8,454, 110)

(1,958,592,716)  (1,958,592,716)

 92,803,383 92,803,383  
5,859,726 5,859, 726

(1,137,897) (1,137,897)

8,288,437 8,288,437
12,583,143 12,583,143

(347,660,962) (347,660,962)
(5,051,193) (5,051,193)
15,115,109 15,115,109

(219,200,254) --(2_19_,20_0_,_25_4)

 
(1,958,592,716) 

 
(219,200,254)

 
(2, 177,792,970)  

    
$ 50,574,354 

 
 
 

863,018,492  863,018,492  
1,654, 186,763 1,654, 186,763
2,518,921,322 2,518,921,322

83,470,020 83,470,020

17,967,764 17,967,764
22,332,577 22,332,577

206,709,383 39,166,106 245,875,489

13,722,930  13,722,930
(14,728,630) (14,728,630)

(409,585,575) 358,701, 147 (50,884,429)
4,970, 743,676 383, 138,623 5,353,882,299
3,012, 150,960 163,938,369 3, 176,089,329 50,574,354 
8,702,232, 950 2,280, 144,454 10,982,377,404 382,682,934 

$   11,714,383,910 $ 2,444,082,823 $  14,158,466,733 $ 433,257,288 



STATE OF NORTH DAKOTA 
 

 

Statement of Net Assets 
Component Units - University System Foundation 
FASB Basis 
June 30, 2013 

 

Major Nonmajor 

University System University System 

Foundation Foundation 

 
ASSETS 

Current Assets: 

Cash and Cash Equivalents $ 44,915 ,721 $ 12,913,300 

Receivable from Primary Institution - Current   3,152,890   41,139 

Investments 32,893,873 18,153,246 

Accounts Receivable - Net 1,585,270 167,558 

Unconditional Promises to Give - Net 11,750,823 416,837 

Inventory 1,333,356 13,774 

Other Assets - Current 4,547,375 363,191 
   

Total Current Assets 100,179,308 32,069,045 

Noncurrent Assets : 

858,078 
 

29,631, 151 

1,290,204 

4,114,303 

112,656 

1,012,869 

 
 

9,681,996 

4,720,922 

656,702 
 

474,187 

403,964 

127,516 

453,662 

356,826 

14,703,702 

68,598,738 
 

100,667'783 

 
 
 
 
 
 
 
 

Noncurrent Liabilities: 
 

Deposits 26,351,174

Gift Annuities & Life Income Agreements - Noncurrent 17,031,181

Obligations Under Split-Interest Agreement 6,922,463

Other Liabilities - Noncurrent 166,012

Long-Term Liabilities - Noncurrent 76,200,646

Total Noncurrent Liabilities 126,671,476

 
Total Liabilities 

 
162,677,671

   

 
Net Assets 

Temporarily Restricted 

 
 

111,530,730

    

Permanently Restricted 285,821,754

Net Investment in Property & Equipment 68,282,309

Unrestricted 101,841,095

Total Net Asset 567,475,888

 
Total Liabilities and Net Assets 

 
$ 730'153,559
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Restricted Cash and Cash Equivalents 

Investments: 
5,495,744     

Investments, Net of Current Portion 272,582,330

Investments, Temporarily  Restricted 
Investments, Permanently  Restricted 
Investments Held In Trust 30,469 ,691

Beneficial Interest In Trust 14,882,951

Charitable Gift Annuity  Investments 4,766,388

Investments Held Under Split-Interest Agreement 1,761,279

Charitable Remainder Trust Account  Investments 

Endowment  Investments 
21,095,697     

Real Estate and Equipment Held for Investment - Net 22,568,403

Other Long-Term Investments 7,277,125

Contracts for Deed & Notes Receivable, Net of Current Portion 1,234,213

Long-Term Pledges Receivable 52,431,924

Receivable from Primary Institution - Noncurrent 53,316,531

Other Receivables 46,233

Notes Receivable - Net 6,653,223

Other Assets - Noncurrent 1,480,429

Capital Assets - Net 133,962,090

Total Noncurrent Assets 630,024,251

 
Total Assets 

 
730,203,559

    
 
LIABILITIES      

Current Liabilities: 
Accounts  Payable and Accrued Liabilities 2,869,612

Payable to University 11,034,931

Accrued Payroll 1,022,028

Gift Annuities & Life Income Agreements - Current 3,005,898

Unavailable Revenue - Current 9,153,687

Other Liabilities - Current 1,501,534

Long-Term Liabilities - Current 7,418,505

Total Current Liabilities 36,006,195
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STATE OF NORTH DAKOTA 
 

 

Statement of Revenues, Expenses and Changes in Fund Net Assets 
Component Units - University System Foundation 
FASB Basis 
For the Fiscal Year Ended June 30, 2013 

 
 

 Major 
University System 

  Foundation  

 Nonmajor 
University System 

Foundation 
 
Support and Revenue    

Gifts and Contributions $ 51,007,330  $ 10,428,939 
Investment Income 21,180,596 1,603,760 
Net Realized and Unrealized Gains (losses) on Investment Securities 11,174,797 3,661,636 
Program and Event Income 51,448,403 7,592,425 
Other Income 7, 114,738  8, 185,539 

Total Support and  Revenue 141,925,864 31,472,299 
 

EXPENSES    

Program Services 30,873,836  8,496,684 
Supporting Services 57,349,160 14,539,668 
Impairment Loss 5,905,202 
Fund Raising Expense 3,235,012  507,953 

Total Expenses 91,458,008 29,449,507 
 
Change in Split-Interest Agreement 

 
3,975,462

  
 
Changes in Net Assets 

 
54,443,318   

2,022,792 

 
Total Net Assets - Beginning of Year 

 
513,032,570   

71,213,357 
 
Total Net Assets - End of Year 

 
$ 567,475,888   

$ 73,236,149 
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STATE OF NORTH DAKOTA 
 

 

Balance Sheet 
Governmental  Funds 
June 30, 2013 

 
Special Revenue  Nonmajor 

Governmental 
General Federal State Funds Total 

 

 

ASSETS 
 

Cash Deposits at the Bank of ND $  2,462,502,869 $ $  1,165,537,427 $ 2,890 ,040 $   3,630,930,336
Cash and Cash Equivalents 10,233,100 5,396,769 1,579,748 17,209,617
Investments at the Bank of ND 115,782,620 3,000,000 304,873,182 14,036,015 437,691,817
Investments 1,465,753,180 3,620,466,708 38,340,510 5,124,560,398
Accounts Receivable - Net 7,574,275 8,854,526 80,240,597 96,669,398
Taxes Receivable - Net 445,986,584 162,355,679 35,406 608,377,669
Interest Receivable - Net 7,530,800 11,816,838 134,152 19,481,790
Intergovernmental Receivable - Net 200,054 234,105,170 7,691,508 241,996, 732
Due from Other Funds 144,893,255 16,984,079 16,918,806 5,000 178,801,140
Prepaid Items 1,762,842 1,991,412 2,338,714 6,092,968
Inventory 2,764,851 8,888,882 7,588,920 19,242,653
Loans and Notes Receivable - Net 25,251,201 232,121 63,312,140 40,145,701 128,941,163

Total Assets $   4,690,235,631 $ 274,056, 190 $ 5,448,537,288 $ 97,166,572 $ 10,509,995,681

 
LIABILmES AND FUND BALANCES      
Liabilities: 

Accounts Payable $ 109,498,634 $ 124,319,679 $ 39,667,787 $ 14,002 $ 273,500, 102
Accrued Payroll 28,015,730 6,935,357 11,056,217 46,007,304
Securities Lending Collateral 239, 174,225 12,548,484 251,722,709
Interest Payable 415,649 415,649
Intergovernmental Payable 7,310,001 19,372,372 115,991,897 142,674,270
Tax Refunds Payable 111,948,450 1,605,307 113,553,757
Due to Other Funds 28,884,186 95,385,225 45,192,956 476,730 169,939,097
Contracts Payable 6,310,606 8,849,997 6,654,301 21,814,904
Unavailable Revenues 60,749,888 14,389,230 53,245,545  128,384,663

Total Liabilities 352,717,495 269,251,860 513,003,884 13,039,216 1,148,012,455

 
Fund Balances:      

Nonspendable 
Inventory 2,764,851 8,888,882 7,588,920 19,242,653
Long - Term Receivables 251,201 251,201
Prepaid Expenditures 1,762,842 1,991,412 2,338,714 6,092,968
Legal Requirements 1,350,400,547 1,350,400,547
Permanent Trust Fund 65,183,169 65,183,169

Restricted 3,660,316,090 18,932,264 3,679,248,354
Committed 840,061,206 1,200,559,125 11,923 2,040,632,254
Assigned 64,730,555 64,730,555
Unassigned 2, 142,277,489 (6,075,964)   2,136,201,525

Total Fund Balances 4,337,518,136 4,804,330 4,935,533,404 84,127,356 9,361,983,226

 
Total Liabilities and Fund Balances 

 
$ 4,690,235,631 

 
$ 274,056, 190

 
$   5,448,537 ,288

 
$ 97,166,572 

 
$ 10,509,995,681
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STATE OF NORTH DAKOTA 
 

Reconciliation of the Balance Sheet of Governmental Funds 
to the Statement of Net Position 
June 30, 2013 

 
 

Total Fund Balances-Governmental Funds 
 

Amounts reported for governmental activities in the statement of net position are different because: 

$  9,361,983,226 

 

Capital assets used in governmental activities are not financial resources and therefore 
are not reported as assets in governmental funds. The cost of assets is $5,397,749,816

 

and the accumulated depreciation is $3,024,015,688. 2,373,734,128

Some of the state's revenues will be collected after year-end, but are not available soon  
enough to pay for the current period's expenditures, and therefore are unavailable in the funds. 117,097,040

Internal service funds are used to charge the costs of certain activities to individual funds.  
The assets and liabilities of the internal service funds are included in governmental
activities in the statement of net position. 94,427,530

Bonds issued by the State have associated costs that are paid from current available  
financial resources in the funds. However, these costs are unamortized on the statement
of net position. 554,000

The pension assets resulting from contributions in excess of annual required contribution 
are not financial resources and, therefore, are not reported in the funds. 

 
1,617,811 

Long-term liabilities are not due and payable in the current period and therefore are  
not reported as liabilities in the funds. Those liabilities consist of:  

Bonds Payable (180,020,012)  
Notes Payable (6,211,554)
Accrued Interest on Long-Term Liabilities (2,145,221) 
Compensated  Absences (41,359,302)

 
Capital Leases (957,056)
Pension Obligation (Reported as Long Term 

Liabilities Due in More Than One Year) (1,829,481)
 

Claims and Judgments 
 (2,507,199) Total 
Long Term Liabilities

 
  (235,029,825) 

Net Position of Governmental Activities $  11,714,383,910 
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STATE OF NORTH DAKOTA 
 

 

Statement of Revenues, Expenditures and Changes in Fund Balances 
Governmental Funds 
For the Fiscal Year Ended June 30, 2013 

 
Special Revenue  Nonmajor 

Governmental 
General Federal State Funds Total 

 
REVENUES 

 
Individual and Corporate Income Taxes 

 
 

 
$ 831,037,041

 
 

 
$

 
 

 
$ 14,553,563

 
 

 
$ 

 
 
 
$ 845,590,604

Sales and Use Taxes 1,326,166,750 326,097,555 1,652,264,305
Oil, Gas, and Coal Taxes 980,075,574 1,535,485,676 3,067,925 2,518,629,175
Business and Other Taxes 48,995,306 31,519,007 80,514,313
Licenses, Permits and Fees 16,957,171 174,311,358 191,268,529
Intergovernmental 736,078 1,377,791,289 45,065,327 4,578,025 1,428,170,719
Sales and Services 5,596,903 1,205,036 43,089,497 1,442,236 51,333,672
Royalties and Rents 31,869,063 3,183 358, 117,397 389,989,643
Fines and Forfeits 6,199,825 17,570,273 23,770,098
Interest and Investment Income 16,910,569 11,687 232,318,563 1,142,325 250,383,144
Tobacco Settlement 31,344,429 31,344,429
Commodity Assessments 28,572,996 28,572,996
Miscellaneous 2,701,224 2,250,985 51,179,195  56,131,404

Total Revenues 3,267,245,504 1,381,262,180 2,889,224,836 10,230,511 7,547,963,031
 

EXPENDITURES      

Current: 
General Government 

 

227,924,769

 

4,075,342

 

84,052,385

 

65,123 
 

316,117,619
Education 662,339,477 145,977,593 66,031,895 874,348,965
Health and Human Services 510,622,025 726.175,863 79,798,429 1,316,596,317
Regulatory 14,186,476 5,233,871 15,947,723 35,368,070
Public Safety and Corrections 129,103,247 62,179,637 8,036,495 199,319,379
Agriculture and Commerce 20,164,064 27,686,572 44,585,233 92,435,869
Natura I Resources 18,759,127 15,514,527 71,422,996 105,696,650
Transportation 107,150,447 189,755,740 253,477, 166 550,383,353

Intergovernmental - Revenue Sharing 1,780,629 569,125,257 570,905,886
Capital Outlay 38,952,464 186,287,069 202,790,663 428,030, 196
Debt Service: 

Principal 
 

1,851,639
 

62,109
 

216,019
 

15,291,272 
 

17,421,039
Interest and Other Charges 252,155 7,027 90,956 8,394,824 8,744,962

Total Expenditures 1,733,086,519 1,362,955,350 1,395,575,217 23,751,219 4,515,368,305

Revenues over (under) Expenditures 1,534.158,985 18,306,830 1,493,649,619 (13,520,708) 3,032,594,726

 
OTHER FINANCING SOURCES (USES)      

Capital Lease Acquisitions 108,689 97,446 76,010  282,145
Sale of Capital Assets 12,927 178,521 449,722 641,170
Transfers In 343,605,281 3,750,270 33,975,600 17,493,477 398,824,628
Transfers Out (447,239,265) (23,471,766) (333,922,715) (3,763,627) (808,397,373)

Total Other Financing Sources (Uses) (103,512,368) (19,445,529) (299,421,383) 13,729,850 (408,649,430)

Net Change in Fund Balances 1,430,646,617 (1,138,699) 1,194,228,236 209,142 2,623,945,296

 
Fund Balances - Beginning of Year 

 
2,906,871,519

 
5,943,029

 
3,741,305, 168

 
83,918,214 

 
6,738,037,930

Fund Balances - End of Year $   4,337,518, 136 $ 4,804,330 $ 4,935,533,404 $ 84,127,356 $  9,361,983,226



STATE OF NORTH DAKOTA 
 

Reconciliation of the Statement of Revenues, Expenditures and Changes in 
Fund Balances of Governmental Funds to the Statement of Activities 
For the Fiscal Year Ended June 30, 2013 

 
Net Change in Fund Balances-Total Governmental Funds 

 
Amounts reported for governmental activities in the statement of activities 
are different because: 

 
Capital outlays are reported as expenditures in governmental funds. However, in the 
statement of activities, the cost of those assets is allocated over their estimated  
useful lives as depreciation expense. In the current period, these amounts are: 

$  2,623,945,296 

 

Capital outlay 428,064,882 
Depreciation expense 

Excess of capital outlay over depreciation expense 
  (81,662,981)    

346,401,901 

In the statement of activities, only the gain(loss ) on the sale of assets is reported, 
whereas in the governmental funds, the proceeds from the sale increase financial 
resources. Thus, the change in net position differs from the change in fund balance by 
the book value of the assets sold. 

  
 
 
 

(1,614,558)

Donations of capital assets increase net position in the statement of activities 
but do not appear in the governmental funds because they are not financial resources. 

  

155,059

Some of the assets acquired this year were financed through capital leases. 
The amount financed is reported in the governmental funds as a source of 
financing. However, capital leases are reported as long-term liabilities in the 
statement of net position. 

  
 
 
 

(282, 145)

Based on receipt dates, some revenues are not considered "available" revenues and are 
unavailable in the governmental funds. Unavailable revenues increased/decreased by 
this amount this year. 

  
 
 

22,557,892 

Internal service funds are used by management to charge the costs of certain 
activities to individual funds. The net revenue of internal service funds is reported 
with governmental activities 

  
 
 

6,411, 154

Bonds issued by the State have associated costs that are paid from current available 
financial resources in the funds. However, these costs are unamortized on the statement

  

of net position.  30,000

The pension assets resulting from contributions in excess of annual required contribution 
are not financial resources and, therefore, are not reported in the funds. 

  

(6,112)

Repayment of long-term debt is reported as an expenditure in governmental funds 
but the repayment reduces long-term liabilities in the statement of net position. 
In the current year, these amounts consist of: 

  

Bond principal retirement 15,464,382 
Note payments 1,216,560 
Capital lease payments 

Total long-term debt repayment 
  1,109,067    

17,790,009

Some items reported in the statement of activities do not require the use of 
current financial resources and therefore are not reported as expenditures in the 
governmental funds. These activities consist of: 

 

Net increase/decrease in accrued interest 230,004  
Net increase/decrease in compensated absences (1,626,868) 
Net increase/decrease in net pension obligation (reported as

long term liabilities due in more than one year) (807,299) 
Net increase/decrease in claims and judgments   (1,033,373)   

Total additional expenditures   (3,237,536)

Change in Net Position of Governmental Activities 
 
 
 
 
 
 
 

The Accompanying Notes are an Integral Part of the Financial Statements 
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$   3,012, 150,960 
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STATE OF NORTH DAKOTA 
 

 

Statement of Net Position 
Proprietary Funds 
June 30, 2013 Governmental 

  Business-Type Activities - Enterprise Funds  Activities 
 

 
Internal 

  Dakota Finance System Insurance Funds Total Service Funds 
 

 
ASSETS 

Current Assets: 
 

Cash Deposits at the Bank of ND 4,402,000 99,423,186 2,263,369 88,949,918 $ 195,038,473 15,751,138
Cash and Cash Equivalents 6,908, 153 144,700,157 151,608,310 522,488
Investments at the Bank of ND 77,292,037 14,537,107 20,529,000 112,358,144 
Investments 534,744 1,534,865,944 25,764,200 1,561,164,888 10,914,344
Accounts Receivable • Net 583,000 21,812,518 51,185,290 85,619,928 159,200,736 238,365
Interest Receivable - Net 172,000 1,103 8,374,245 1,710,880 10,258,228 43,404
Intergovernmental Receivable - Net 110,000 36,811,959 6,587,254 43,509,213 171,374
Due from Other Funds 52,000 21,380,966 925,700 22,358,666 7,598,767
Due from Fiduciary Funds 59,981 59,981 
Due from Component Units 7,884,446 7,884,446 
Prepaid Items 59,000 458,677 2,200,144 2,717,821 1,380,562
Inventory 8,384,669 29,322,335 37,707,004 85,378
Loans and Notes Receivable· Net 8, 100,809 7,950,296 16,051,105 
Other Assets 460,000 3,082,373 17,768 3,560,141 
Restricted Cash at the Bank of ND 12,118,000 3,830,718 15,948,718 
Restricted Cash and Cash Equivalents 149,003,000 149,003,000 
Restricted Investments at the Bank of ND 4,000,000 4,000,000 
Restricted Interest Receivable - Net 2,718,000 2,718,000 
Restricted Loans Receivable - Net 16,727,000 16,727,000 

Total Current Assets 186,404,000 291,616,963 1,611,664,632 422, 168,279 2,511,873,874 36,705,820

 
Noncurrent  Assets: 

 

Restricted Cash at the Bank of ND 14,500,101 14,500,101  Restricted Cash and Cash Equivalents 2,566,352 2,566,352 
Restricted Investments at the Bank of ND 5,936,133 5,936,133 
Restricted Investments 13,127,000 20,970,643 34,097,643 
Investments at the Bank of ND 104,695,000 104,695,000 
Investments 2,505,000 11,895,934 14,400,934 
Accounts Receivable 6,492 6,492 
Due from Component Units 953,256 953,256 
Loans and Notes Receivable - Net 26,853,376 83,236,423 112,089,601 
Restricted Loans Receivable - Net 662,636,000 1,000,000 663,638,000 
Unamortized Bond Issuance Costs 5,045,000 4,050,844 24,000 9,119,844 6,661
Other Noncurrent Assets 2,666,000 420,000 5,541,656 8,629,656 
Capital Assets: 

Nondepreciable 144,560,679 901,974 5,361,515 150,624,168 
Depreciable, Net 20,000 839,259,732 10,743,307 64,357,634 914,380,673 92,159,105

Total Noncurrent Assets 666,003,000 1,176,664,052 11,651,773 159,521,228 2,035,640,053 92,165,766

 
Bank Related Assets: 

Cash and Cash Equivalents 697,620,000 697,620,000 
Investments 2,169,111,000 2,169,111,000 
Interest Receivable - Net 39,625,000 39,625,000 
Due from Other Funds 130,773,000 130,773,000 
Due from Component Units 2,444,000 2,444,000 
Loans and Notes Receivable Net 3,097,600,000 3,097,800,000 

Other Assets 6,191,000 6,191,000 
Capital Assets: 

Nondepreciable 1,688,000 1,688,000 

Depreciable, Net 9,949,000 9,949,000 
  

Total Bank Related Assets 6,155,201,000 6, 155,201,000 
  

 
Total Assets 6,155,201,000 872,407,000 1,470,281,015 1,623,336,405 581,669,507 10,702,914,927 126,871,606 

  

 
DEFERRED OUTFLOWS OF RESOURCES 

Financial Derivative Instrument 12,866,000 12,866,000 
  

Bank of Workforce Other
North Housing University Safetyand Enterprise 
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STATE OF NORTH DAKOTA 
 

 

Statement of Net Position 
Proprietary Funds 
June 30, 201 3 Governmental 

   Business-Type Activities - Enterprise Funds   Activities 
Bank of  Workforce Other 

North Housing University Safety and Enterprise Internal 
Dakota Finance System Insurance Funds Total Service Funds 

  

LIABILITIES 
Current Liabilities: 

 

Accounts Payable 852,000 31,428,251 3,425,300 24,621,591 60,327,142 3,504,375
Accrued Payroll 32,883,102 574,400 33,457,502 2,314,941
Securities Lending Collateral 1,052,551 1,052,551 
Interest Payable 12,484,000 1,520,752 57,556 14,062,308 8,224
Intergovernmental Payable 8,000 265,322 6,842,385 7,115,707 
Due to Other Funds 8,675,000 2,018,630 177,811 90,495,920 101,367,361 7,456,306
Due to Fiduciary Funds 420,416 420,416 
Due to Component Units 3,230,692 3,230,692 
Contracts Payable 835,769 835,769 
Other Deposits 6,534,625 6,534,625 
Amounts Held in Custody for Others 11,005,000 5,449,022 16,454,022 
Claims/Judgments Payable 115,045,080 943,320 115,988,400 1,970,385
Dividends Payable 162,000,000 162,000,000 
Compensated Absences Payable 173,000 1,850,960 1,137,670 56,543 3,218,173 112,278
Notes Payable 531,347 531,347 
Capital Leases Payable 3,908,800 3,908,800 71,000
Bonds Payable 11,450,000 11,332,523 22.782,523 736,932
Unavailable  Revenue 19,141,711 141,890,596 1,560,010 162,592,317 
Other Current Liabilities 575 575 

Total Current Liabilities 44,647,000 115,482,484 424,729,008 131,021,738 715,880,230 16,174,441

 
Noncurrent Liabilities: 

 
 
 
 
 
 
 
 
 
 
 

 
Long Tenn Liabilities: 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Reconciliation of the Proprietary Funds Statement of Net Position 
to the Statement of Net Position 
June 30, 2013 

 

Total Net Position - Enterprise Funds 2,433,316,878 
Amounts reported for business-type activities in the statement of net position are different because: 

Prior year net assets restatement and reduction of current year expenses 
based on the allocation of internal service fund's net income 

  
 
 

10,765,945 
Net Position of Business-Type Activities 2,444,082,823 

Intergovernmental Payable 80,000 3,702,559 6,134,264 9,916,823  Due to Component Units 53,803,414 53,803,414 
Claims/Judgments Payable 843,663,920 1,295,000 844,958,920 5,410,503
Compensated Absences Payable 90,000 30,227,301 185,202 1,195,834 31,698,337 2,053,787
Notes Payable 9,507,917 9,507,917 
Capital Leases Payable 28,620,214 28,620,214 39,397
Bonds Payable 684,468,000 184,235,194 1,000,000 869,703, 194 
Financial Derivative Instrument 12,866,000 12,866,000 
Other Noncurrent Liabilities 2,485,000 2,798,508 8,686,492 13,970,000 

Total Noncurrent Liabilities 699,989,000 312,895, 107 843,849, 122 18,311,590 1,875,044,819 7,503,687

 
Bank Related Liabilities:         

Interest Payable 95,000 95,000 
Due to Other Funds 1,473,000 1,473,000 
Due to Component Units 1,828,000 1,828,000 
Federal Funds Purchased 275,960,000 275,960,000 
Deposits Held for Other Funds 3,956,820,814 3,956,820,814 
Other Deposits 1,045,827,186 1,045,827,186 
Other Liabilities  3,177,000 3,177,000 
Due within one year  3,926,000 3,926,000 
Due in more then one year 402,432,000 402,432,000 

Total Bank Related Liabilities 5,691,539,000 5,691,539,000 
 

Total Liabilities   
5,691,539,000  

744,636,000
 

428,377,591
 

1,268,578, 130
 

149,333,328  
8,282,464,049 

 
23,678,128

 
NET POSITION         

Net Investment in Capital Assets 11,637,000 20,000 699,209,394 11,645,281 69,556,318 792,067,993 92,048,709

Restricted for 
Capital Projects 43,772 43,772 
Debt Service 123,385,000 18,765,228 437,000 142,587,228 
Loan Purposes 44,959,657 594,395 45,554,052 
Pledged Assets 227,652,000 227,652,000 
Unemployment Compensation 166,653,983 166,653,983 
University System-Nonexpendable 15,698,471 15,698,471 
University System-Expendable 26,781,272 26,781,272 
Other 438,808 7,022,372 7,461,180 

Unrestricted 224,373,000 17,232,000 236,006,822 343, 112,994 188,092,111 1,008,816,927 13,144,769

 
Total Net Position   

463,662,000  
140,637,000

 
$ 1,041,903,424

 
$   354,758,275

 
432,356, 179  

2,433,316,878 
 

105,193,478



STATE OF NORTH DAKOTA 
 

 

Statement of Revenues, Expenses and Changes in Fund Net Position 
Proprietary Funds 
For the Fiscal Year Ended June 30, 2013 

 
Governmental 

Buslness-Tee Activities - Ente!}!rlse Funds Activities 
 

Bank Wort<force Other 
of Housing University Safetyand Enterprise Internal

     North Dakota Finance Sstem I nsurance Funds Total Service Funds 
 

 
OPERATING REVENUES 

 

Sales and Services 7,932,000 4,969,030 79,550,613    $    316,549,760 450,620,407 859,621,810 102,689,025 
Auxiliary Sales Pledges for Bonds 113,147,824 113,147,824 
Tuition and Fees 289,264,752 289,264,752 
Grants and Contributions 151,220,149 151,220,149 
Royalties and Rents 742,222 190,385 932,607 

Fines and Forfeits 2,945,812 2,945,812 
Interest and Investment Income 153,759,000 37,680,000 1,705,791 193,144,791 
Miscellaneous 1,185,772 36,740,844 37,926,616 46,929 

 
  

Total Operating Revenues 161,691,000 42,649,030 634,369, 110 320,237,794 489,257,427 1,648,204,361 102,715,954 

OPERATING  EXPENSES 

Cost of Sales and Services 42,641 ,721 239,772,469 282,414, 190 1,173,408 
Salaries and Benefits 12,060,000 3,102,000 689,410,036 19,131,897 17,506,736 741,210,669 28,214,519 
Operating 11,681,000 7,417,306 243,954,764 3,749,563 41,194,169 307'996,802 48,333,819 
Claims 272,288, 784 120,305,882 392,594,668 5,127,695 
Scholarships and Fellowships 36,543,561 36,543,561 
Interest 44,311,000 25,960,000 22,000 70,293,000 
Depreciation 883,000 19,000 55,178,707 1,029,313 4,794 ,644 61,904,664 13,371,560 
Miscellaneous 500,625 6,000 506,625 

 
  

Total Operating Expenses 68,935,000 36,498,306         1,068,229,414          296,199,557 423,601,900          1,893,464,177 96,221,001 
  

 
Operating Income (Loss) 92,756,000 6,150,724 (433,860,304) 24,038,237 65,655,527 245,259,816) 6,494,953 

NONOPERATING REVENUES  (EXPENSES) 

Grants and Contracts 11,287,000 45,237,083 2,595,547 59, 119,630 

Gifts 24,201,499 24,201,499 
Interest and Investment Income 292,000 6,368,673 123,246,187 5,796,267 135,703,127 1,030,028 
Interest Expense (14,313,942) (4,816,984) (719,301) (19,850,227) (77,629) 

Dividends  Expense (147,585,337) (147,585,337) 

Gain (Loss) on Sale of Capital Assets 521,492 (1,562) 519,930 615,192 

Tax Revenue 3,113,418 3,113,418 

Grant Expense (11,877,000) (11,877,000) 

Other 1,000,000 (908,858) 91,142 73,794 

 
  

Total Nonoperating Revenues 

(Expenses) 702,000 65,128,223 !29,156,134) 6,762,093 43,436,182 1,641,385 
  

 
Income (Loss) Before Contributions and 

Transfers 92,756,000 6,852,724 (368,732,081) (5,117,897) 72,417,620         !201,823 ,634) 8,136,338 
 

 

Capital Grants and Contributions 19,865,857 19,865,857 644,147 

Special Item (14,728,630) (14,728,630) 

Transfers In 782,970 432,662,067 29,432,225 462,877,262 99,772 

Transfer Out (28,997,000) (28,694) (5,634,211) (69,516,210)          (104,176,115) (550,361) 

 
  

Changes in Net Position 63,759,000 7,607,000 78,161,632 (19,846 ,527) 32,333,635 162,014,740 8,329,896 

 
Total Net Position - Beginning of Year 399,903,000 133,030,000 963,741, 792 374,604,802 400,022,544          2,271 ,302, 138 96,863,582 

  

 
Total Net Position - End of Year 463,662,000 140,637,000         1,041,903,424 354,758,275 432,356, 179         2,433,316,878        $    105,193,478 

 

 

 
Reconclllatlon of Statement of Revenues, Expenses and Changes In 

Fund Net Position of Proprietary Funds to the Statement of Activities 

For the Fiscal Year Ended June 30, 2013 

 
Net Change In Net Position-Total Enterprise Funds  

162,014,740

Amounts reported for business-type activities in the statement of net assets are different because:  
Expenses were reduced based on the allocation of internal service fund's net income

 

1,923,629

 
Change In Net Position of Business-Type Activities  

163,938,369

The Accompanying Notes are an Integral Part of the Financial Statements 
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STATE OF NORTH DAKOTA 
 

Statement of Cash Flows 
Proprietary Funds 
For the Fiscal Year Ended June 30, 2013 

 
 

Business-Type Activities • Enterprise Funds 

 Bank
of

North Housing University
Dakota Finance System

Cash Flows from Operating Activities: 
Receipts from Customers and Users 7,799,000 327,697,870 189,284,028
Receipts from Tuition end Fees 289,668,305
Interest Income on Loans 
Receipts from Loan Principal Repayment• 5,726,492
Receipts from Federal and Local Agencies 485,000 
Receipts from Other Funds 41,313,000 
Receipts from Grants and Contracts 151,926,313
Receipts from Others 1,936,673
Payments for Loan Funds (5,131,303)
Payments to Other Funds (361,000) 
Payments for Scholarships and Fellowships (36,543,561)
Payments to Suppliers (10,272,000) (152,163,000) (276,556,906)
Payments to Employee• (12,001,000) (3,101,000) (685,016,597)
Claim Payments 
Payments to Others (1,529,000) (518,049)
Other  

Net Cash Provided by (Used for) Operating Activities (14,474,000) 212,341,870 (365,224,605)
 

Cash Flows from Noncapltal Financing Activities:  
Proceeds from Bonds 65,910,000 
Proceeds from Sale of Notes and Other Borrowings 53,000,000
Principal Payments • Bonds (209,045,000) 
Principal Payments • Notes and Other Borrowings (118,170,000)
Interest Payments • Bonds (29,902,000) 
Interest Payments· Notes and Other Borrowings (27,454,000)
Payment of Bond Issue Costs (658,000) 
Transfers In 782,130 396,458,267
Transfers Out (29,040,000) (28,000) 
Tax Revenue 3,113,418
Net Increase in Non-Interest Bearing Deposits 241,275,000
Net Increase in Interest Bearing Deposits 582,449,000
Payments of Interest on Deposits (17,253,000)
Interest Paid on Federal Funds and Reverse Repurchase Agreements (288,000)
Net Increase in Federal Funds and Reverse Repurchase Agreements (42,365,000)
Advances Made 
Loan Proceeds from Due To Other Funds 95,258,000 
Principal Payments on Due To Other Funds (121,406,000) 
Grants and Gifts Received for Other than Capital Purposes 11,287,000 64,144,618
Agency Fund Cash Decrease (991,472)
Grants Given for Other than Capital Purposes (11,877,000) (42,105)
Other 1,000,000 146,041

Net Cash Provided by (Used for) Noncapital Financing Activities 642,154,000 (198,678,870) 462,828,767
 

Cash Flows from Capital and Related Financing Activities:    
 

Acquisition and Construction of Capital Assets  

(368,000) (109,916,349)
Proceeds from Sale of Capital Assets 32,020
Payments for Discontinued Operations 
Proceeds from Sale of Notes and Other Borrowings  

26,978,391
Principal Payments - Bonds 
Principal Payments - Notes and Other Borrowings  

(43,206,702)
Interest Payments - Bonds 
Interest Payments - Notes and Other Borrowings  

(12,842,418)
Capital Appropriations 50,739,886
Payment on Capital Leases 
Interest Payments - Capital Leases 
Operating Transfers Out to Other Funds 

 
(6, 166,330)

Capital Grants and Gifts Received 16,003,186
Insurance Proceeds 358,517
Other  

Net Cash Used for Capital and Related Financing Activities (368,000) (78,019,799)
 

Cash Flows from Investing Activities:  
Proceeds from Sale and Maturities of Investment Securities 394,779,000 89,585,000 48,188,191
Purchase of Investment Securities (1,557,662,000) (92,845,000) (75,980,583)
Interest and Dividends on Investments 22,429,000 976,000 8,421,223
Proceeds from Sale of Other Real Estate 432,000
Net Decrease in Loans 
Disbursements for Loans and Loan Purchases 
Receipt of Loan Principal Repayments 

(306,447,000)   
Proceeds from Collection of Loans and Notes Receivable 17,311,000
Loan Income Received 130,096,000
Transfers In 
Other  

Net Cash Provided by (Used for) Investing Activities (1,299,062,000) (2,284,000) (19,371,169)
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(Continued on Next Page) 
 

 
 
 
 
 
 
 
 

Governmental 
Business-T)'.ee Activities • Ente!J!rlse Funds Activities 

 

Workforce Other 
Safety and Enterprise Internal

  Insurance Funds Total   Service Funds   
 

215,195,924 767,082,823 1,507,059,645
 

101,925,509
289,668,305

59,690 59,690
18,891,482 24,617,974

485,000
41,313,000 138,218

151,926,313
6,891,866 201,392 9,029,931

(17,872,043) (23,003,346)
(2,229,662) (492,437) (3,083,099)

(36,543,561)
(632,976,525) (1,071,968,431) (47,934,607)

(14,040,581) (22,531,471) (736,690,649) (27,886,764)
(181,282,283) (84,761,218) (266,043,501) (364,381)
(18,681,323) (178,812) (20,907,184) (4,431,296)

 36,451,186 36,451,186

5,853,941 63,874,067 (97,628,727) 21,446 679

 
  65,910,000  

22,000,000 75,000,000
(2,200,000) (211,245,000)

(19,024,543) (137,194,543)
(24,000) (29,926,000)

(605,514) (28,059,514)
(658,000)

5,300,579 402,540,976 99,772
(21,250,081) (50,318,081) (550,361)

3,113,418
241,275,000
582,449,000
(17,253,000)

(288,000)

 (42,365,000)   
(7,000,000)

95,258,000
(121,406,000)

1,170,797 76,602,415
(991,472)

(11,919,105)

  1,146,041 7,775

(14,632,762) 891,671,135 (7,442,814)

 
 

 

(972,625) (9,181,516) (120,438,490) (14,036,504)
32,020 2,778,855

(3,566,424) (3,566,424)
3,572,018 30,550,409
(420,000) (420,000)

(3,762,475) (46,969,177) (736,600)
(8,843) (8,843)
(4,804) (12,847,222) (39,805)

  50,739,886  
(103,021)

   
(6,166,330)

(10,137)

16,003,186
358,517

 3,662,878 3,662,878

(972,625) (9,709,166) (89,069,590) (12,147,212)

 
 

17,500,000  

38,554, 157 588,606,348
(21,996,399) (39,131,399) (1,787,615,381) (931,106)

5,869,847 37,696,070 729,270
432,000

(306,447,000)
(15,735,239) (15,735,239)

1,914,106 1,914,106
668,431 17,979,431
503, 184 130,599,184

24,131,646 24,131,646

 (124,500) (124,500)

(4,496,399) 16,650,233 (1,308,563,335) (201,836)
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STATE OF NORTH DAKOTA 
 

Statement of Cash Flows 
Proprietary Funds  (Continued) 
For the Fiscal Year Ended June 30, 2013 

 

 
 
 
 
 
 
 

Net Change In Cash: 

Business-Type Activities - Enterprise Funds 
Bank 

of 

North Housing 
Dakota Finance 

 
 
 

 
University 

System 

 

Net Increase (Decrease) in Cash and Cash Equivalents  
(671,750,000)

 
11,379,000  

213,194

Cash and Cash Equivalents at June 30, 2012 1,369,370,000 154,144,000 123,186,598

Cash and Cash Equivalents at June 30, 2013 697,620,000 165 523,000 123,399 792

Reconciliation: 
Current: 

 
 

N 

 
 
 
 

Reconciliation of Operating Income (Loss) to Net Cash 
Provided (Used for) Operating Activities: 

Operating Income (Loss) 92,756,000 6,150,724 (433,660,304)

Adjustments to Reconcile Operating 
Income to Net Cash Provided by Operating Activities: 

Depreciation 683,000 19,000 55,178,707
Amortization/Accretion 1,353,000 
Reclassification of Interest Revenue\Expense (108,637,000) 26,248, 146 
Gain on Sale of Student Loans (214,000)
Gain on Sale of Real Estate (35,000)
Loss on RetiremenUSale of Fixed Assets 14,000
Net Increase in Fair Value of Investments (611,000)
Interest Received on Program Loans 
Dividend Credit Applied to Receivable 
Receipt of Loan Principal Repayments 
Provision for Losses 2,000,000
Other (2,367,575)
Change in Assets and Liabilities: 

(Increase) Decrease in Accounts Receivable 176,956,000 (1,643,646)
(Increase) Decrease in Interest Receivable 635,000 
(Increase) Decrease in Due From 37,000 111,000 
(Increase) Decrease in Intergovernmental Receivable 3,000 
(Increase) Decrease in Notes Receivable 412,355
(Increase) Decrease in Prepaid Items (29,000) 
Increase in Inventories (230,165)
(Increase) Decrease in Other Assets (1,373,000) (760,000) 3,195,819
Increase (Decrease) in Accounts Payable 7,045,867
Decrease in Interest Payable 
Increase in Claims\Judgments Payable 
Increase (Decrease) in Intergovernmental Payable (76,000) 
Increase in Accrued Payroll 2,094,491
Increase in Compensated Absences Payable 5,000 2,298,946
Increase in Amounts Held for Others 1,172,000 
Increase in Other Deposits 538,759
Increase (Decrease) in Due To 227,000 (36,000) 
Increase in Unavailable Revenue 
Increase in Other Liabilities  

679,000
 

390,000 
2,312,341

Increase in Dividends Payable 
 

Total Adjustments  
(107,230,000)

 
206,191,146  

68,635,699

 
Net Cash Provided by (Used for) Operating Activities  

(14,474,000)
 

212,341,670  
(365,224,605)

 
Noncash Transactions:  

Net Increase (Decrease) in Fair Value of Investments 611,000 (693,000) 197,646
Transfers from Net Position to Transfers Payable 26,997,000
Interest on Investments 
Amortization of Bond Discounl 
Amortization of Bond Issuance Costs 
Assets Acquired Through Capital Lease 653,509
Assets Acquired Through Special Assessments 60,807
Expenses Paid by Capital Lease 1,876,291
Value Received on Trade of Capital Asset 
Gifts of Capital Assets 1,562,453
FEMA Receivable from Federal and State Governments 
Interest Revenue on Prize Reserves    

Total Noncash Transactions 29,608,000 (693,000) 4,550,906

Cash Deposi1s at the Bank of North Dakota 4,402,000 99,423,166
Cash and Cash Equivalents 
Restricted Cash Deposits at the Bank of North Dakota 697,620,000  

12,116,000 
6,908,153

Restricted Cash and Cash Equivalents 149,003,000 
oncurrent: 
Restricted Cash Deposits At The Bank of North Dakota 14,500,101
Restricted Cash and Cash Equivalents   2,568,352

Cash and Cash Equivalents 697,620,000 165,523,000 123,399,792
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Governmental 
Business-T)'.ee Activities - Ente!Eriae Funds Activities 

 

Workforce Other 
Safety and Enterprise Internal

  Insurance Funds Total   Service Funds   
 

384,917 56,182 ,372 (603,590,517)  
 

1,654 ,817

1,878,452 181,298,421 1,829,877,471  14,618,809

$ 2,263,369 237,480 793 $ 1,226 286,954 16,273,626

 
 
 

2,263,369 

 
 
 

88,949,918 

 
 
 

195,038,473

  
 

15,751,138
144,700,157 849,228,310 522,488

3,830,718 15,948,718
149,003,000

14,500,101

  2,568,352

$ 2,263,369 237,480,793 1,226,286,954 16,273,626

 
 
 

$ 24,038,237 

 
 

 
65,655,527 

 
 

 
(245,259,816)

  

 
6494,953

 

 
1,029,313 

 

 
4,506,926 

 

 
61,616 ,946

  
13,344,931

358,486 1,711,486 26,629
(666,014) (83,254,868)

(214,000)
(35,000)
14,000 28,739

(611,000)
78,000 78,000

(147,585,337) (147,S8S,337)
S,694,000 5,694,000
1,938,061 3,938 ,061

(94,400) (2,461,97S) (7,28S)

(8,498,607) (10,S33.030) 156,080,S17 30,62S
(1,290) 833,710

(466 ,7S1) (318,751) (836,565)
(2.944,810) (2,941,810) 6S,327
(4,257,197) (3,844,842)

130,812 (666,17S) (564,363) 66,371
(1,947,792) (2,177,977) (21S)

(45,890) 1,016,929
(341.241) 4,097,607 10,802,253 1,498,213

(1,000) (1,000)
93,064,000 184,11S 93,248.115 81,383

1,414,086 1,338,086 98,902
524,685 2,619 ,176 1S4,116

67,763 S2,271 2,423,980 173,637
719,970 1,891,970

538,7S9
(65,257) (197,575) (71,832) 226,918

24,402 ,136 69,133 26,783,610
403,124 1,472,124

19,612,122 19 612.122

(18,184,296! (1.781,460! 147,631,089  14,9S1 726

$ 5,8S3,941 63,874,067 $ (97,628,727) 21,446,679

 

 
47,426,491 

 

 
892,695 

 
 

$ 48,435,032

  
259,917

28,997,000
77,375.641 77,375,641

1,461 1,461
SSS SS5

8S3,S09 69,442
60,807

1,876,291
12.089 12.089

1,562,453
1,424 ,7SO 1,424.750

18S 185

124,802,132 2,331,735 $ 160.S99 ,773 329,359
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STATE OF NORTH DAKOTA 
 

 

Statement of Fiduciary Net Position 
Fiduciary Funds 
June 30, 2013 

 

Pension and 
Other Employee Investment Private-Purpose 

Benefit Trust Trust Trust Agency 
  Funds Funds Funds  Funds 

 

 

ASSETS 
 

Cash Deposits at the Bank of ND $ 22,231,857 $ 776,642 $ 7,724,842 
Cash and Cash Equivalents   2,227,541   

 

Receivables: 

Contributions Receivable 
 
 

25,426,539 
     

Accounts  Receivable - Net 44,844 
Taxes Receivable - Net 
Interest Receivable - Net 11,366,973 104,682 1,559 
Due from Other Funds 421,596

Due from Fiduciary Funds 218,765      
Total Receivables 37,433,873 104,682 46,403 

 
Investments, at Fair Value:       

Investments at the Bank of ND 21,549 
Equity Pool 2,082,889,788 112,558,854

Fixed Income Pool 919,596, 790 73,625,952 789,695 
Cash and Cash Pool 51,419,595 1,205,246

Real Estate Pool 715,491,565 31,746,677

Alternative Investments 197, 116,447 8,434, 133

Annuities 95,018

Mutual Funds 74,564,162  329,558, 179    

Total Investments 4,041, 173,365 227,570,862 330,369,423 
 

Invested Securities Lending Collateral    
73,152    

 

Prepaid Items 
 

551,340
     

Capital Assets (Net of Depreciation) 5,263,591

 

Total Assets 
 

4,106,654,026 228,452, 186 340,441,36.1    

 
LIABILITIES 

Accounts Payable 

 
 
 

5,741,568

 
 

286,533

 
 

725,376 
   

 

Accrued Payroll 

Securities Lending Collateral 

Intergovernmental Payable 

127,572   
73,152     

 

Tax Refunds Payable 

Due to Other Funds 
 

94,535     
Due to Fiduciary Funds 218,149

Amounts Held in Custody for Others 37,210

Unavailable Revenue 15,532

Compensated Absences  Payable 157,405      

Total Liabilities 6,391,971 286,533 798,528 
 
NET Position 

Net Assets Held in Trust for: 

Pension Benefits 

 
 
 

 
4,098, 732,613

     

Other Employee Benefits 

External Investment Pool Participants 

Other Purposes 

1,529,442  
228, 165,653  

 

339,642,833 
   

Total Net Position Held in Trust $ 4, 100,262,055 $ 228, 165,653 $ 339,642,833 
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Net Change in Fair Value of Investments 406,263,645  
Interest and Dividends 92,400,991

 
Less Investment Expense 

 
13,356,086

 

 
Net Investment Income 

 
485,308,550

 

 
Repurchase Service Credit 

 
10,615,993

 
Miscellaneous Income 922,590

 
Total Additions 

 
738,704,246

 

 
DEDUCTIONS 

  

Benefits Paid to Participants 271,586,653  
Refunds 8,868,412

Prefunded Credit Applied 6,458,449

Transfer to Other Plans 

Payments in Accordance with Trust Agreements 
412,500  

Administrative  Expenses 5,214,340

 
Total Deductions 

 
292,540,354

 

 
Purchase of Units at Net Asset Value of $1.00 Per Unit

  

 
Change in Net Position Held in Trust for:   

Pension Benefits 446,141,114

Other Employee Benefits 

External Investment Pool Participants 

Other Purposes 

22,778  

 
Total Change in Net Position 

 
446, 163,892

 

 
Net Position - Beginning of Year 

 
3,654,098, 163

 

 
Net Position - End of Year 

 
$ 4, 100,262,055  

STATE OF NORTH DAKOTA   

 

Statement of Changes in Fiduciary Net Position
 

Fiduciary Funds 
For the Fiscal Year Ended June 30, 2013  

 Pension and 
Other Employee Investment 

Benefit Trust Trust Private-Purpose

Funds Funds Trust Funds

 
ADDITIONS      

Contributions:      
Employer $ 120,651,741 $ $
Employee 119,706, 181

From Participants 30,098,860

Transfers from Other Funds 412,500

Transfers from Other Plans 1,086,691

Donations 3,811

Total Contributions 241,857, 113 30, 102,671

 
Investment Income:      
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STATE OF NORTH DAKOTA 
 

 

Combining Statement of Net Position 
Component Units • Proprietary Funds 
(Excludes FASB Based Component Units) 
June 30, 2013 

 
 

Public ND 

Historical Finance Development 

CHAND Foundation Authority Fund Total 
 

 
ASSETS 

 

Current Assets: 

Cash and Cash Equivalents 
 

$ 4,624,705
 

$ 3,252,844
 

$ 
 

$ 14,610,451 
 

$ 22,488,000

Investments 2,061,118 2,061,118

Accounts Receivable - Net 1,000 1,789,683 1,790,683

Interest Receivable - Net 57,216 57,216

Due from Primary Government 181,000 181,000

Loans and Notes Receivable - Net 4,150,406 4,150,406

Restricted Cash and Cash Equivalents 27,376,000 27,376,000

Restricted Investments 129,628,000 129,628,000

Restricted Interest Receivable - Net 

Restricted Loans Receivable - Net   4,029,000  4,029,000

Total Current Assets 4,625,705 7,103,645 161,214,000 18,818,073 191,761,423

 
Noncurrent Assets: 

Restricted Investments 
   

 

475, 761,000

  
 

475,761,000
Investments 356,722 356,722
Due from Primary Government 3,169,000 3,169,000

Loans and Notes Receivable - Net 6,573,893 6,573,893

Unamortized Bond Issuance Costs 1,182,000 1,182,000

Other Noncurrent Assets 

Capital Assets:  147,149   147,149

Depreciable, Net 7,877 18,006 25,883

Total Noncurrent Assets 511,748 480,112,000 6,591,899 487,215,647

 
Total Assets 

 
4,625,705

 
7,615,393

 
641,326,000

 
25,409,972 

 
678,977,070

 
LIABILITIES      

Current Liabilities: 
Accounts Payable 2,695,596 69,360 21,000 13,653 2,799,609

Interest Payable 2,266,000 2,266,000

Intergovernmental Payable 54,000 54,000

Due to Primary Government 146,667 1,250,000 1,396,667

Amounts Held in Custody for Others 24,291 24,291

Compensated Absences  Payable 20,289 20,289

Bonds Payable 14,480,000 14,480,000

Unavailable Revenue 199,466 40,460 239,926

Total Current Liabilities 2,895,062 301,067 16,821,000 1,263,653 21,280,782

 
Noncurrent Liabilities: 

Intergovernmental Payable 
   

 

88,000

  
 

88,000
Due to Primary Government 2,436,000 2,436,000

Bonds Payable 221,915,000 221,915,000

Total Noncurrent Liabilities 224,439,000 224,439,000

 
Total Liabilities 

 
2,895,062

 
301,067

 
241,260,000

 
1,263,653 

 
245,719,782

 
Net Position 

Net Investment in Capital Assets 
    

 

18,006 

 
 

18,006
Restricted for: 

Capital Projects   
7,061,906

   
7,061,906

Debt Service 137,642,000 137,642,000

Loan Purposes 258,438,000 258,438,000

Endowment  Funds-Nonexpendable 55,000 55,000

Unrestricted 1,730,643 197,420 3,986,000 24,128,313 30,042,376

 
Total Net Position 

 
$ 1,730,643

 
$ 7,314,326

 
$ 400,066,000

 
$ 24,146,319 

 
$ 433,257 ,288
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STATE OF NORTH DAKOTA 

Combining Statement of Activities 
Component Units - Proprietary Funds 
(Excludes FASS Based Component Units) 
For the Fiscal Year Ended June 30, 2013 

Pro9ram Revenues 
 

 
Charges for

Operating 
Grants and

Net 
(Expense)

Change 
in

Net Position 

Beginning
Net Position 

End
Functions/Pro9rams Expenses Services Contributions Revenue Net Position of Year of Year

CHAND 14,576,086 14,090,447 329,216 $ (156,423) $ (156,423) $ 1,887,066 $ 1,730,643

Historical Foundation 824 ,575 741,733 70,073 (12,769) (12,769) 7,327,095 7,314,326

Public Finance Authority 14,405 ,000 1,975,000 62,987,000 50,557,000 50,557,000 349,509,000 400,066 ,000

ND Development Fund 557 ,856 734,719 9,683 186,546 186,546 23,959,773 24, 146,319

Total Component Units $   30,363 ,517   $   17,541,899   $ 63,395,972 $  50,574,354 $  50,574,354 $  382,682,934 $  433,257 ,288 
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STATE OF NORTH DAKOTA 
 
 

NOTES TO THE FINANCIAL STATEMENTS 
For the Fiscal Year Ended June 30, 2013 

 
NOTE 1 - SUMMARY OF  

SIGNIFICANT ACCOUNTING   
POLICIES 

 
The primary authority for the State's accounting and 
reporting requirements is the Office of Management and 
Budget. The Office of Management and Budget has 
adopted the pronouncements of the Governmental 
Accounting Standards Board (GASB), which is the 
nationally accepted standard-setting body for 
establishing governmental accounting and financial 
reporting principles. The more significant of the State's 
accounting policies are as follows: 

 

A.   REPORTING ENTITY 

For financial reporting purposes, the State of North 
Dakota has included all funds, organizations, agencies, 
boards and commissions that make up its legal entity. 
The State has also included all potential component 
units for which it is financially accountable, and other 
organizations for which the nature and significance of 
their relationship with the State are such that exclusion 
would cause the State's financial statements to be 
misleading or incomplete. The Governmental Accounting 
Standards Board has set forth criteria to be considered 
in determining financial accountability. These criteria 
include appointing a voting majority of an organization's 
governing body and (1) the ability of the State to impose 
its will on that organization or (2) the potential for the 
organization to provide specific financial benefits to, or 
impose specific financial burdens on the State. 

 
As required by accounting principles generally accepted 
in the United States of America, these financial 
statements present the State of North Dakota (the 
primary government) and its component units. The 
component units are included in the State's reporting 
entity because of the significance of their operational or 
financial relationships with the State. 

 
BLENDED COMPONENT UNITS 

 

These component units are entities that are legally 
separate from the State, but are so intertwined with the 
State that they are, in substance, the same as the State. 
They are reported as part of the State and blended into 
the appropriate fund types. 

 
Building Authority (Debt Service Fund and Capital 
Projects Fund) - The Building Authority was created by 
the Legislature as a separate instrumentality of the 
State. Its purpose is to promote the general welfare of 
the citizens of the State by providing financing for use by 
the State in altering, repairing, maintaining or 
constructing buildings and making any improvements 
connected to State buildings. The Industrial 
Commission, which consists of the governor, the 
attorney general, and the commissioner of agriculture, is 

 
 

the governing board of the Building Authority. The funds 
and account groups of the Building Authority were 
audited by other independent auditors for the fiscal year 
ended June 30, 2013, and their report has been 
previously issued under a separate cover. 

 
DISCRETELY PRESENTED COMPONENT UNITS 

These component units are entities that are legally 
separate from the State, but are financially accountable 
to the State. The component units' columns of 
government-wide financial statements include the 
financial data of these entities. 

 
MAJOR COMPONENT UNITS 

Comprehensive Health Association (Proprietary 
Fund Type) - The Association was established by the 
Legislature with participating membership consisting of 
those insurance companies, licensed or authorized to do 
business in the State. It provides low cost access to 
health insurance coverage for residents of the State who 
are denied adequate health insurance and are 
considered uninsurable. The Association is governed by 
a board of eight members of which five are 
representatives of the State and is regulated by the 
State Insurance Department. The Association was 
audited by other independent auditors for the calendar 
year ended December 31, 2012, and their report has 
been previously issued under a separate cover. 

 
Public Finance Authority (Proprietary Fund Type) - 
The Finance Authority was created by the Legislature as 
a separate agency of the State.  The purpose of the 
Finance Authority is to make funds available  for 
borrowing by North Dakota political subdivisions through 
the issuance of its bonds and the purchase of municipal 
securities of the political subdivisions. The Finance 
Authority has been granted all powers required in order 
to accomplish this purpose and is under the control and 
management of the  Industrial Commission. The Fund 
was audited by other independent auditors for the 
calendar year ended December 31, 2012, and their 
report has been previously issued under a separate 
cover. 

 
North Dakota Development Fund, Inc. (Proprietary 
Fund Type) - The Development Fund was established 
as a statewide nonprofit development corporation with 
the authority to take equity positions in; to provide loans 
to; or to use other innovative financing mechanisms to 
provide capital for new or expanding businesses in North 
Dakota or relocating businesses to North Dakota. A 
board of directors consisting of eight members, all of 
whom are appointed by the governor, manages the 
corporation. The deputy director of the Department of 
Commerce (a State agency) is the corporation's chief 
executive officer. The director of the Department of 
Commerce (governor-appointed cabinet position) is 
responsible for developing rules, subject to the approval 
of the board of directors, necessary to implement the 
administration of the corporation. The Fund was audited 
by other independent auditors for the fiscal year ended 
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June 30, 2013, and their report has been previously 
issued under a separate cover. 

 
State Historical Society of North Dakota Foundation 
- The mission of the State Historical Society of North 
Dakota Foundation is  to provide fundraising and 
membership development activities to support the State 
Historical Society of North Dakota and its people. The 
Fund of the State Historical Society of North Dakota 
Foundation were audited by other independent auditors 
for the fiscal year ended June 30, 2013, and their report 
has been previously issued under a separate cover. 

 
Major  and  Non-major   University   System 
Foundations      (Proprietary     Fund     Type) The 
foundations are legally separate, tax-exempt 
organizations providing support and recognition to the 
respective colleges and universities through a variety of 
programs and activities. The foundations are normally 
managed by a board of directors made up primarily of 
alumni, friends or leading members of the communities. 
The component unit financial statements are presented 
under Financial Accounting Standards Board (FASB) 
standards. As such, certain disclosures are not reflected 
for the Major University System Foundation in the major 
component unit disclosures and no disclosures are 
included for the Non-major University System 
Foundation. A complete set of financial statements can 
be obtained at the North Dakota University System office 
at 600 E. Boulevard Avenue, Dept. 215, Bismarck, ND 
58505-0230. 

 
Complete financial statements for each of the other 
individual component units may be obtained at the 
entity's administrative offices as follows: 

 
Building Authority 
600 E. Boulevard Ave., 14th Floor 
Bismarck, ND 58505-0310 

 
Comprehensive Health Association 
4510 131  Avenue SW 
Fargo, ND 58108 

 
Public Finance Authority 
1200 Memorial Highway 
Bismarck, ND 58506 

 
North Dakota Development Fund, Inc. 
1833 E. Bismarck Expressway 
Bismarck, ND 58504 

 
State Historical Society of North Dakota Foundation 
P.O. Box 1976 
Bismarck, ND 58502 

B.  GOVERNMENT-WIDE AND FUND 
FINANCIAL STATEMENTS 

GOVERNMENT-WIDE FINANCIAL STATEMENTS 

The Statement of Net Position and Statement of 
Activities report information on all non-fiduciary activities 
of the primary government and its component units. 
Primary government activities are distinguished between 
governmental and business-type activities. 

 
Governmental activities generally are financed through 
taxes, intergovernmental revenues, and other non- 
exchange revenues. Business-type activities are 
financed in whole or in part by fees charged to external 
parties for goods or services. 

 
The Statement of Net Position presents the reporting 
entity's non-fiduciary assets and liabilities, with the 
difference reported as net position. Net position is 
reported in three categories: 

 
Net investment in capital assets consists of capital 
assets, net of accumulated depreciation and reduced by 
outstanding balances for bonds, notes, and other debt 
that are  attributed to the acquisition, construction, or 
improvement of those assets. 

 
Restricted net position result when constraints placed 
on net position use are either externally imposed by 
creditors, granters, contributors, and the like, or imposed 
by law through constitutional provisions or enabling 
legislation. Net position restricted by enabling legislation 
are subject to change by a majority vote of the 
Legislative  Assembly. 

 
Unrestricted net position consist of net position that do 
not meet the definition of the two preceding categories. 
Unrestricted net position often are designated,  to 
indicate that management does not consider them to be 
available for general operations. Unrestricted net 
position often have constraints on resources which are 
imposed by management, but can be removed or 
modified. 

 
The Statement of Activities demonstrates the degree to 
which the direct expenses of a given function or segment 
are offset by program revenues. Direct expenses are 
those that are clearly identifiable within a specific 
function. Program revenues include 1) charges to 
customers or applicants who purchase, use, or directly 
benefit from goods, services, or privileges provided by a 
given function and 2) grants and contributions that are 
restricted to meeting the operational or capital 
requirements of a particular function. Taxes and other 
items not meeting the definition of program revenues are 
instead reported as general revenue. 

 
FUND FINANCIAL STATEMENTS 

Separate financial statements are provided for 
governmental funds, proprietary funds, and fiduciary 
funds,  even  though  the  latter  are  excluded  from  the 
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government-wide statements. Major individual 
governmental funds and major individual proprietary 
funds are reported as  separate columns in the  fund 
financial statements, with non-major funds being 
combined into a single column. 

 

C.   MEASUREMENT FOCUS, BASIS OF 
ACCOUNTING,  AND FINANCIAL 
STATEMENT  PRESENTATION 

MEASUREMENT FOCUS AND BASIS  
OF ACCOUNTING 

The government-wide statements are reported using the 
economic resources management focus and the accrual 
basis of accounting, as are the proprietary and fiduciary 
fund (agency funds are excluded as they have no 
measurement focus) financial statements. Revenues are 
recorded when earned and expenses are recorded when 
a liability is incurred, regardless of the timing of cash 
flows. 

 
The State follows the pronouncements of the 
Governmental Accounting Standards Board (GASB), 
which is the nationally accepted standard-setting body 
for establishing accounting principles generally accepted 
in the United States of America for governmental 
entities. 

 
Governmental fund statements are reported using the 
current financial resources measurement focus and the 
modified accrual basis of accounting. Revenues are 
recognized as they become susceptible to accrual; 
generally when they are both measurable and available. 
Revenues are considered to be available when they are 
collected within the current period or soon enough 
thereafter to pay liabilities of the current period. 

 
The State considers tax revenues to be available if they 
are collected within 60 days of the end of the current 
fiscal year end. Other revenues are considered to be 
available if received within one year after the fiscal year 
end. Major revenues that are determined to be 
susceptible to accrual include interest, federal grants-in- 
aid, and taxpayer-assessed taxes such as income, 
sales, corporate, excise, motor fuel taxes and 
unemployment compensation contributions. Revenues 
earned under the terms of reimbursement agreements 
with other governments or private sources are recorded 
at the time the related expenditures are made if other 
eligibility requirements have been met. Sales and use 
taxes are accrued based upon filings received and an 
estimate of filings due by June 30. Net income taxes 
from individuals and corporations are accrued based on 
current income earned by the taxpayer before June 30. 
Quarterly filings, withholding statements, and other 
historical data are used to estimate income. The revenue 
is accrued net of an allowance for uncollectible taxes. 
Deferred revenue is recorded for receivables that are 
measurable but not available at year-end. 

Expenditures generally are recorded when a liability is 
incurred, as under accrual accounting. However, 
expenditures related to debt service, compensated 
absences, and claims and judgments, are recorded only 
when payment is due and payable. 

 
FINANCIAL STATEMENT PRESENTATION 

The State reports the following major governmental 
funds: 

 
The General Fund is the principal operating fund of the 
State. 

 
The Federal Fund accounts for all the financial 
resources from the federal government. 

 
The State Special Revenue Fund accounts for activities 
from state sources, which are restricted legally or 
administratively for the particular costs of an agency or 
program. 

 
The State reports the following major enterprise funds: 

 
The Bank of North Dakota Fund finances economic 
development throughout the state, participates in loans 
with North Dakota financial institutions, and holds 
interest-bearing deposit accounts for state and political 
subdivisions of North Dakota. 

 
The Housing Finance Agency Fund is authorized to 
issue bonds to make loans to mortgage lenders for 
qualified residential mortgage loans  and to make 
mortgage and construction loans for multi-family housing 
within the State of North Dakota. 

 
The Mill and Elevator Fund engages in the business of 
manufacturing and marketing farm products. 

 
The University System Fund accounts for all financial 
transactions of the colleges and universities that 
compose the University System of North Dakota. 

 
The Workforce Safety & Insurance Fund is financed 
entirely by premiums assessed to the employers of 
North Dakota and provides no-fault medical and 
disability insurance to all North Dakota employees. 

Additionally, the State reports the following fund types: 

GOVERNMENTAL FUND TYPES 

General Fund accounts for all governmental financial 
resources, except for those required to be accounted for 
in other funds. 

 
Special  Revenue  Funds are  used to  account for  
and report the proceeds of specific revenue sources that 
are restricted or committed to  expenditure  for   
specified purposes other than debt service or capital 
projects. 
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Debt Service  Funds are used to account for and  
report financial resources that  are  restricted,  
committed, or assigned to expenditure for principal and 
interest. 

 
Capital   Projects   Funds  are  used  to  account  for  
and report financial resources that are restricted,  
committed, or assigned to expenditure for capital  
outlays including the acquisition or construction of  
capital facilities and other capital assets. Capital project 
funds exclude those types of capital related outflows  
financed by proprietary funds or for  assets  that  will   
be held  in  trust  for individuals, private organizations, 
or other governments. 

 
Permanent   Funds   report   resources   that   are   
legally restricted  to  the  extent  that  only  earnings,   
and not principal, may be used for purposes  that  
benefit the government or its citizenry, such as the 
common schools within the state. 

 
PROPRIETARY FUND TYPES 

Enterprise  Funds account for those business-like  
State activities that provide goods/services to the   
public, financed primarily through user charges. They  
are also used to account for operations where the  
governing body has decided  that  periodic    
determination of revenues earned, expenses incurred, 
and/or net income is appropriate for capital   
maintenance, public policy, management control, 
accountability and other purposes. The State's loan  
programs, Mill and Elevator, and Fair are reported in 
this type. 

 
Internal Service Funds account for the financing of 
goods and/or services provided by one department or 
agency to another department or agency of a govern- 
ment, or to other governments, on a cost-reimbursement 
basis. These goods and services include motor pool 
services; printing, reproduction and mailing services; 
information technology; and risk management services. 
In the government-wide statements, internal service 
funds are included with governmental activities. 

 
FIDUCIARY FUND TYPES 

 

Pension and Other Emolovee Benefits Trust Funds 
account for resources that are required to be held in trust 
for the members and beneficiaries of the State's defined 
benefit pension plans, defined contribution plan, deferred 
compensation plan, flexcomp plan, and other post- 
employment benefit plans. 

 
Investment Trust Funds account for the transactions, 
assets, liabilities, and fund equity of the external pool 
participants (City of Bismarck, ND Association of 
Counties, and City of Fargo Fargodome RIO 
Investments). The State Investment Board (SIB) 
provides administrative services for the external pool 
participants. SIB issues a publicly available financial 
report that may be obtained by writing to the Retirement 
and Investment Office, 1930 Burnt Boat Drive, Bismarck, 
North Dakota 58503. Investment Trust Funds are 
accounted for in essentially the same manner as 

Proprietary Funds. 
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Private Purpose Trust Funds account for resources of 
all other trust arrangements in which principal and 
income benefit individuals, private organizations, or 
other governments. Examples include student 
donations, the State's college savings plan, and a 
remediation trust. 

 
Agency Funds account for assets held by the State 
as an agent for other governmental units, or other 
organizations, and do not involve measurement of 
results of operations. 

 
D.  GENERAL BUDGETARY POLICIES AND 

PROCEDURES 

The State operates through a biennial appropriation 
that represents departmental appropriations 
recommended by the governor and presented to the 
Legislative Assembly at the beginning of each 
legislative session. The Legislative Assembly enacts 
the budgets of the various state departments 
through passage of specific appropriation bills. The 
governor has line item veto powers over all 
appropriations subject to legislative override. 

 
Once passed and signed, the appropriation bill 
becomes the departments' financial plan for the next 
two years. Changes to the appropriation are limited 
to Emergency Commission authorization, initiative, 
allotment, or referendum action. The Emergency 
Commission can authorize receipt of federal or  other 
moneys not appropriated by the Assembly if the 
Assembly did not indicate intent to reject the money. 
The Emergency Commission may authorize pass-
through federal funds from one state agency to 
another. The Emergency Commission may authorize 
the transfer of expenditure authority between 
appropriated line items.  The Legislature has also 
passed appropriation laws that authorize directors of 
certain state agencies to transfer appropriation 
authority among the various divisions of their 
specific agency, subject to the Budget Section of the 
North Dakota Legislative Council's approval. 
Unexpended appropriations lapse at the end of 
each biennium, except certain capital expenditures 
covered under the North Dakota Century  Code  
(NDCC) section 54-44.1-11 and the University 
System's unexpended general fund appropriation 
authority. 

 
The State's biennial budget is prepared primarily on 
a cash basis. The State does not use encumbrance 
accounting. The legal level of budgetary control is at 
the agency, appropriation, funding source and 
expenditure line item level, with administrative controls 
established at lower levels of detail in certain 
instances. The State does not formally budget 
revenues, and it does not budget by fund. The State 
appropriation is defined through the use of specific 
expenditure line items. Capital appropriations are 
generally made at the agency and project level. 

 
North Dakota's Appropriation Act does not present 
budgets by GAAP fund. Instead, it authorizes 
General Fund appropriation authority by agency and 
Other Budgeted  Income  appropriation  authority  by  
agency. 
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Other budgeted income includes all budgeted resources, 
other than the General Fund, and includes some 
governmental, proprietary, and fiduciary fund activities. 

 
During the 2011-2013 biennium, there were general, 
federal and other funds supplemental appropriations 
totaling  $2,008,777,470. 

 

E.   CASH AND CASH EQUIVALENTS 

Cash and cash equivalents for reporting purposes 
includes cash and short-term, highly liquid investments 
that are readily convertible to known amounts of cash 
and so near their maturity that they present insignificant 
risk of changes in value because of changes in interest 
rates. This includes investments with original maturity of 
three months or less. Also cash, as reported, may be 
under the control of the State Treasurer or by other 
administrative bodies as determined by law. Cash and 
cash equivalents are presented on the fund balance 
sheets as "Cash Deposits at the Bank of North Dakota" 
and "Cash and Cash Equivalents" to present the unique 
nature of the relationship between the Bank of North 
Dakota, an enterprise fund, and other state agencies. 

 
Cash Deposits at the Bank of North Dakota. State 
agency cash balances, as required by law, are pooled by 
the State Treasurer and deposited in the Bank of North 
Dakota, an enterprise fund. These cash balances, in 
addition to other agency cash deposited at the Bank of 
North Dakota, are included on the fund balance sheets 
as "Cash Deposits at the Bank of North Dakota". For 
purposes of the Government-wide Statement of Net 
Position, these amounts have been reclassified to 
internal balances. 

 
Cash and Cash Equivalents. All cash and cash 
equivalents, (other than cash deposits at the Bank of 
North Dakota), as permitted by the North Dakota 
Century Code, are included on the Government-wide 
Statement of Net Position as "Cash and Cash 
Equivalents". 

 
The State had no cash overdrafts from pooled cash and 
investments at June 30, 2013. 

 
All interest revenue is allocated to the General Fund 
unless state law (as outlined in the North Dakota 
Century Code) requires allocations of interest to other 
funds. 

 

F.  INVESTMENTS 

All funds of the State record their investments in 
accordance with Government Accounting Standards 
Board (GASB) Statement No. 31, "Accounting and 
Financial Reporting for Certain Investments." 
Investments are reported at fair value. Quoted market 
prices, when available, have been used to value 
investments. The fair value for securities that have no 
quoted  market  price  represent  estimated  fair  value. 

Many factors are considered in arriving at that value. 
International securities are valued based upon quoted 
foreign market prices and translated into U.S. dollars at 
the exchange rate in effect at June 30. In general, 
corporate debt securities have been valued at quoted 
market prices or, if not available, values are based on 
yields currently available on comparable securities  of 
issuers with similar credit ratings. Mortgages have been 
valued on the basis of their future principal and interest 
payments discounted at prevailing interest rates for 
similar instruments. The  fair  value of real estate 
investment securities, including timberland, is based on 
appraisals plus fiscal year-to-date capital transactions. 
Publicly traded alternative investments are valued based 
on quoted market prices. When not readily available, 
alternative investment securities are valued using 
current estimates of fair value from the investment 
manager. Such valuations consider variables such as 
financial performance of the issuer, comparison of 
comparable companies' earnings multiples, cash flow 
analysis, recent sales prices of investments, withdrawal 
restrictions, and other pertinent information. Because of 
the inherent uncertainty of the valuation for these other 
alternative investments, the  estimated fair value may 
differ from the values that would have been used had a 
ready market existed. The net change in fair value of 
investments consists of the realized gains or losses and 
the unrealized increase or decrease in fair value of 
investments during the year. Realized gains and losses 
on sales of investments are computed based on the 
difference between the sales price and the original cost 
of the investment sold. 

 
Unrealized increases or decreases are computed based 
on changes in the fair value  of investments between 
years. Security transactions are currently accounted for 
on a trade date basis. Interest income is recorded when 
earned. Dividend income is recorded on the ex-dividend 
date. All investments are maintained separately by fund. 

 
Purchases of other state funds' debt issues by the Bank 
of North Dakota have been recorded as normal business 
transactions if they are the result of arms-length 
transactions. 

 
Investments are presented on the fund balance sheets 
as "Investments at the Bank of North Dakota" and 
"Investments" to present the unique nature of the 
relationship between the Bank of North Dakota, an 
enterprise fund, and other state agencies. 

 
Investments at the Bank of North Dakota. State 
agency investments, primarily certificates of deposits of 
the Bank  of North  Dakota, are included  on the fund 
balance sheets as "Investments at the Bank of North 
Dakota." For purposes of the Government-wide 
Statement of Net Position, these amounts have been 
reclassified to internal balances. 

 
Investments. State agency investments invested at 
financial institutions other than the Bank of North Dakota 
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are included on the Government-wide Statement of Net 
Position as "Investments." 

 
Differences on the Fund Balance Sheets between the 
assets, "Cash at the Bank of North Dakota" and 
"Investments at the Bank of North Dakota," and the 
liability, "Deposits Held for Other Funds," is attributable 
to timing differences resulting from the Bank of North 
Dakota having a different fiscal year end than many of 
the other state agencies. 

 

G.   SECURITIES LENDING 

GASB Statement No. 28 "Accounting and Financial 
Reporting for Securities Lending Transactions " 
establishes accounting and financial reporting standard's 
for securities lending transactions. The standard requires 
governmental entities to report securities lent as assets 
in their balance sheets. Cash received as collateral and 
investments made with that cash must also be reported 
as assets. The statement also requires the costs of the 
securities lending transactions to be reported as 
expenses separately from income received. In addition, 
the statement requires disclosures about the 
transactions and collateral related to them. 

 
The Agent lends securities of the type on loan at June 
30, 2013, for collateral in the form of cash or other 
securities at 102% of the loaned securities fair value plus 
accrued interest for domestic securities and 105% of the 
loaned securities fair value plus accrued interest for 
international securities. The collateral for the loans is 
maintained at 100% per the contractual requirements. 
As of June 30, 2013, the State has no credit risk 
exposure to borrowers because the amounts the State 
owes the borrowers exceed the amounts the borrowers 
owe the State. 

 
The Average Duration of the collateral investments as of 
June 30, 2013, was one day. The Average Weighted 
Maturity of collateral investments as of June 30, 2013, 
was 102 days. The interest rate sensitivity (duration) of 
the securities on loan had an interest sensitivity of 43 
days. 

 
There were no  violations of legal or contractual 
provisions, no borrower of lending agent default losses 
known to the securities lending agent. There are no 
dividends or coupon payments owing on the securities 
lent. Securities lending earnings are credited to 
participating clients on approximately the fifteenth day of 
the following month. 

 
Indemnification deals with the situation in which a client's 
securities are not returned due to the insolvency of a 
borrower and the Agent has failed to live up to its 
contractual responsibilities relating to the lending of 
those securities. The Agent's responsibilities include 
performing appropriate borrower and collateral 
investment credit analyses, demanding adequate types 
and levels of collateral, and complying with applicable 
Department of Labor and Federal Financial Institutions 

Examination Council regulations concerning securities 
lending. 

 
The State cannot pledge or sell collateral securities 
received unless the borrower defaults. 

 

H.   INTERFUND ACTIVITY AND BALANCES 

INTERFUND ACTIVITY 
 

As a general rule, the effect  of interfund activity has 
been eliminated from the government-wide statements. 
Exceptions to this rule are: 1) activities between funds 
reported as governmental activities and funds reported 
as business-type activities and 2) activities  between 
und that are reported in different functional categories 
1n either the governmental or business-type activities 
column. Elimination of these activities would distort the 
direct costs and program revenues for the functions 
concerned. 

 
In the fund financial statements, transfers represent 
flows of assets (such as goods or cash) without 
equivalent flows of assets in return or a requirement for 
repayment. Residual transfer amounts exist in the 
Government-wide Statement of Activities due to different 
fiscal year ends of various agencies included in 
business-type  activities. 

 
INTERFUND  BALANCES 

 

lnterfund receivables and payables have been 
eliminated from the Statement of Net Position, except for 
the residual amounts due between governmental and 
business-type  activities. 

 

I.   INVENTOR/ES AND PREPAID ITEMS 

Inventories of Governmental Funds are valued at cost 
and are recognized principally using the average cost 
method. Generally, the cost of Governmental Funds' 
inventories is recorded as an expenditure when 
consumed rather than when purchased. 

 
Inventories of Proprietary Funds consist primarily of 
grain inventories from the North Dakota Mill and Elevator 
Association. Grain inventories are valued at the June 30 
Minneapolis grain market values less freight costs to 
Minneapolis. Grain committed to production is valued at 
cost, and grain committed to sale is valued at net 
commitment price. Flour, feed and resale inventories are 
valued at ingredient cost plus manufacturing costs 
incurred in their production. Proprietary Funds expense 
the cost of consumable supplies when used. 

 
Generally, inventories of University System Funds are 
valued at the lower of cost or fair market value. Cost is 
geerally determined  on the first in/first out, or moving 
weighted average method. Inventories consist of food, 
books, and other merchandise held for resale in 
auxiliaries and unrestricted physical plant supplies. 
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Prepaid items reflect payments for costs applicable to 
future accounting periods. 

 
Other government fund inventories and prepaid items 
are reflected as a reservation of fund balance on the 
balance sheet. 

 

J.    UNAMORTIZED BOND ISSUANCE COSTS 

In governmental fund types, issuance costs are 
recognized in the operating statements when incurred. 
Bond premiums, discounts and issuance costs for 
proprietary fund types are deferred and amortized over 
the term of the bonds using the bonds outstanding 
method, which approximates the effective interest 
method. The unamortized discount is shown on the 
balance sheet as a reduction of the bonds payable, and 
the amortization is included in the statement of 
revenues, expenses and changes in fund balance as 
interest expense. 

 

K.    CAPITAL ASSETS 

Capital assets, which include land, buildings, equipment, 
intangibles (software, easements and other), 
construction in progress and infrastructure assets, are 
valued at historical cost or at estimated historical cost if 
actual historical cost is not available. Donated capital 
assets are valued at their estimated fair market value on 
the date of donation. Where necessary, estimates of 
original cost are derived by factoring price levels from 
the current period to the time of acquisition. Library 
books are not capitalized as capital assets except for the 
University System. 

 
All other capital assets with an original cost of $5,000 or 
more per unit and an estimated useful life in excess of 
one year are capitalized and reported in the applicable 
government or business-type activities columns in the 
government-wide financial statements. Exceptions 
include: infrastructure reported by the Department of 
Transportation, the threshold is $100,000; intangible 
assets such as easements, water rights, patents and 
trademarks,  the  threshold  is  $25,000;  and  software 

Collections of works of art and historical treasures are 
not capitalized if the following three criteria are met: (1) 
Held for public exhibition, education, or research in 
furtherance of public service, rather than financial gain; 
(2) Protected, kept unencumbered, cared for, and 
preserved; (3) Subject to organizational policy that 
requires the proceeds from sales of collection items to 
be used to acquire other items for collections. The 
State's non-capitalized collections include the historical 
artifacts at the various state museums and historical 
sites, and monuments and other art throughout the 
capital grounds. Assets that do not meet all three 
criteria, or that were capitalized as of June 30, 1999, are 
capitalized and included in the government-wide 
financial statements. 

 
Infrastructure consists of major statewide public systems 
and items attached thereto such as freeways, freeway 
lighting systems, freeway drainage systems, freeway 
signs, bridges, bridge lighting systems, and sewer 
systems, including those infrastructure assets acquired 
prior to June 30, 1980. Infrastructure is reported in the 
applicable governmental or business-type activities 
columns in the government-wide financial statements. 
The Department of Transportation uses the first-in first- 
out method to remove the capitalized cost of a replaced 
road along with corresponding accumulated 
depreciation. 

 
Fixed assets in Governmental Funds are recorded as 
expenditures in the funds used to acquire or construct 
them in the governmental fund financial statements. 
Capital assets, along with accumulated depreciation and 
depreciation expense, which includes amortization of 
intangible assets, are reported in the applicable 
governmental or business-type activities columns in the 
government-wide financial statements. 

 
Land and construction in progress are not depreciated. 
With the exception of infrastructure reported by the 
Department of Transportation (which uses the composite 
method), other capital assets are depreciated using the 
straight-line method over the following estimated useful 
lives: 

internally developed, the threshold is $50,000. Capital 
asset costs include the purchase price or construction 
cost, plus the costs necessary to place the asset in its 
intended location and condition for use. In governmental 
activities, interest costs on self-constructed assets are 
not capitalized. In business-type activities, interest costs 
(if material) on self-constructed assets are also included 
in the cost. The amount of interest to be capitalized is 

Assets 
Buildings 
Infrastructure 
Furniture, Automobiles, 

and Equipment 
Intangibles 

Years 
10-50 
10-50 

 
3-20 
3-99 

calculated by offsetting interest expense incurred from 
the date of the borrowing until completion of the project 
with interest earned on invested proceeds over the same 
period. Capitalized interest is amortized on the straight- 
line basis over the estimated useful life of the asset. 
Normal maintenance and repair costs that do not 
materially add to the value or extend the life of the asset 
are not capitalized. 

L.     LEASE COMMITMENTS 

The State leases land, office facilities, office and 
computer equipment, and other assets. Leases are 
classified according to FASB 13. Many of these leases 
have fiscal funding clauses; however, these clauses 
have no effect on classifying these leases for accounting 
purposes. Leases which represent acquisitions are 
classified as capital leases, and the related assets and 
liabilities are recorded in the financial statements at the 
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inception of the lease. Other leases are classified as 
operating leases with the lease payments recorded as 
expenditures or expenses during the life of the lease. 

 

M. FEDERAL FUNDS PURCHASED 

Federal Funds Purchased represent federal funds 
borrowed by the Bank of North Dakota from member 
banks generally on an overnight basis at the federal 
funds rate. 

 

N. CLAIMS/JUDGMENTS  PAYABLE 

Claims/Judgments Payable is primarily Workers 
Compensation Claims Incurred But Not Yet Reported 
(IBNR) by the claimants as well as claims related to 
various litigation matters. 

 

0.  COMPENSATED ABSENCES 

ANNUAL LEAVE 
 

State employees accrue vested annual leave at a 
variable rate based on years of service. Teachers 
employed by the State do not receive annual leave. In 
general, accrued annual leave cannot exceed 30 days at 
each year end, as set by the agency. The amount of 
annual leave earned ranges between one and two days 
per month, and is fixed by the employing unit per section 
54-06-14 of the NDCC. 

 
The governmental fund financial statements recognize 
annual leave when the liability is incurred and payable 
from available expendable resources. This normally 
occurs only if an employee has unused reimbursable 
leave still outstanding at the time of their retirement or 
resignation. The government-wide financial statements 
present the cost of accumulated annual leave as a 
liability. Proprietary and Fiduciary Funds recognize the 
expense and accrued liability when the annual leave is 
earned. 

 
SICK LEAVE 

The North Dakota Century Code, section 54-06-14, 
states employees accrue sick leave at the rate of one to 
a maximum of one and one-half working days per month 
of employment without limitation on the amount that can 
be accumulated. Employees vest at ten years of 
creditable service, at which time the State is liable for ten 
percent of the employee's accumulated unused sick 
leave. The governmental fund financial statements 
recognize sick leave as it is incurred. The government- 
wide financial statements present the estimated cost of 
sick leave as a liability  after an employee has been 
employed by the State for five consecutive years. 

 

P.  DEPOSITS 

The following two liability line items are presented in the 
Government-wide Statement of Net Position and/or fund 
financial  statements: 

Deposits Held For Other Funds. "Deposits Held for 
Other Funds" are those deposits held by the Bank of 
North Dakota for other funds included in the reporting 
entity and shown on the fund financial statements. For 
purposes of the Government-wide Statement of Net 
Position, these amounts have been reclassified to 
internal balances. 

 
Other Deposits. "Other Deposits" are those deposits 
held by the Bank of North Dakota for non-reporting entity 
third parties. It also includes deposits held for students of 
the University System. 

 
Differences on the fund balance sheets between the 
liability "Deposits Held for Other Funds" and the assets 
"Cash Deposits and Investments at the Bank of North 
Dakota" are attributable to timing differences resulting 
from the Bank of North Dakota having a different 
accounting year end than many other state agencies. 

 

Q.  UNAVAILABLE REVENUE 

In the government-wide statements and proprietary fund 
financial statements, unavailable revenue is recognized 
when cash, receivables, or other assets are received 
prior to their being earned. In the governmental fund 
statements, unavailable revenue is recognized when 
revenue is unearned or unavailable. 

 

R. REVENUES AND 
EXPENDITURES/EXPENSES 

In the Government-wide Statement of Activities, 
revenues and expenses are segregated by activity 
(governmental or business-type), then further by function 
for governmental activities (e.g., general government, 
education, health and human services, etc.). 
Additionally, revenues are classified between program 
and general revenues. Program revenues include 1) 
charges to customers or applicants for goods or 
services, 2) operating grants and contributions, and 3) 
capital grants and contributions. Internally dedicated 
resources are reported as general revenues, rather than 
as program revenue. General revenues include all taxes. 
Certain indirect costs are included in the program 
expenses reported for individual functions. 

 
In the government-wide financial statements, revenues 
are reported by source and are further classified as 
either "general purpose" or "restricted". General purpose 
revenues are available to fund any activity accounted for 
in the fund. Restricted revenues are, either by State law 
or by outside restriction (e.g., federal grants), available 
only for specified purposes. When both general purpose 
and restricted funds are available for use, it is the State's 
policy to use restricted resources first. In the 
governmental fund financial statements, expenditures 
are reported by character: "Current," "Intergovernmental- 
revenue Sharing," "Capital Outlay," or "Debt Service." 
Current expenditures are sub-classified by function and 
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are for items such as salaries, grants, supplies, and 
services. 

 
Capital outlay includes expenditures for real property or 
infrastructure (e.g., highways). Intergovernmental- 
revenue sharing accounts for the distribution of certain 
tax revenues that are shared with local units based upon 
constitutional and statutory requirements. Debt service 
includes both interest and principal outlays  related to 
bonds and payments on capitalized leases. 

 
Revenues and expenses of proprietary funds are 
classified as operating or nonoperating and are sub 
classified by object (e.g., salaries, depreciation, and 
purchases for resale). Operating revenues consist of 
sales of goods and services, quasi-external operating 
transactions with other funds, grant revenues for specific 
activities that are considered to be operating activities of 
the granter, receipts from other agencies for 
reimbursement of operating transactions, and other 
miscellaneous revenue that should be classified as 
operating. Grants that would qualify as an operating 
activity are those that do not subsidize an existing 
program, rather they finance a program the agency 
would otherwise not undertake. For certain loan and 
investment programs, revenue that would normally be 
classified as non-operating should be classified as 
operating. Examples of this would include interest and 
investment income. All other revenues that do not meet 
the above criteria should be classified as non-operating. 

 

S. NET POSITION/FUND BALANCE 

The difference between fund assets and liabilities is "Net 
Position" on the government-wide, proprietary, and 
fiduciary fund statements, and "Fund Balance" on 
governmental fund statements. 

 
CLASSIFICATIONS 

Fund balance classifications for governmental funds are 
reported in two general classifications, nonspendable 
and spendable. Nonspendable represents the portion of 
fund balance that is not in spendable form such as 
inventories and prepaids. Spendable fund balance is 
further categorized as restricted, committed, assigned, 
and unassigned. 

 
The restricted  fund  balance category includes  
amounts that can be spent only for the specific   
purposes stipulated by the State constitution and 
external parties, such as the federal government, or  
through enabling legislation. 

 
The committed fund balance classification includes 
amounts that can be used only for the specific purposes 
determined by a formal action of the government's 
highest level of decision-making authority, the state's 
legislature, through legislation, that is not considered as 
enabling legislation, passed into law. 

Assigned fund balance classifications are used when the 
amounts are to be used for specific purposes but do not 
meet the criteria to be classified as restricted or 
committed. The assignment of fund balance is generally 
initiated by the executive branch and later appropriated 
by the Legislature for a specific purpose. In 
governmental funds other than the general fund, 
assigned fund balance also represents the remaining 
amount that is not restricted or committed. 

 
Unassigned fund balance is the residual classification for 
the government's general fund and includes all 
spendable amounts not contained in the other 
classifications. In other funds, the unassigned 
classification would only be used to report a deficit 
balance resulting from overspending for specific 
purposes for which amounts had been restricted, 
committed, or assigned. 

 
The State generally  segregates restricted, committed, 
and assigned resources by individual funds within the 
governmental funds. When resources meeting more 
than one of these classifications are comingled within an 
individual fund, the assumed order of spending is 
restricted first, committed second, assigned third, and 
finally, unassigned. 

 
BUDGET STABILIZATION FUND 

North Dakota Century Code (NDCC) section 54-27.2-02 
requires any amount in the state general fund in excess 
of sixty-five million dollars at the end of any biennium to 
be deposited in the Budget Stabilization Fund. Any 
interest or earnings of the fund must be deposited in the 
fund per NDCC section 54-27.2-01. However, any 
amounts provided by law for deposit in the fund and any 
interest or earning of the fund which would bring the 
balance in the fund to an amount greater than nine and 
half percent of the current biennial state general fund 
budget, as finally approved by the most recently 
adjourned special or regular session of the legislative 
assembly, may not be deposited or retained in the fund 
but must be deposited instead in the state general fund. 

 
NDCC section 54-27.2-03 states that if general fund 
revenue projections for the biennium will be at least two 
and one-half percent less than estimated by the most 
recently adjourned special or regular session of the 
legislative assembly, and if the governor orders a 
transfer, which must be reported to the budget section of 
the legislative management, the state treasurer shall 
transfer the appropriate funds from the budget 
stabilization fund to the state general fund to offset the 
decrease in general fund revenues. The amount 
transferred upon order of the governor may not exceed 
the difference between an amount two and on-half 
percent below the general fund revenue projections for 
the biennium. The Budget Stabilization Fund, fund 
balance at June 30, 2013 was $401,353,181. Based on 
past experiences in utilization of the fund, the fund is not 
expected to be expended in the foreseeable future. 
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NOTE 2 - RESTATEMENTS 
 

The following changes to beginning net position (due to correction of errors) as previously reported, is summarized in the 
following table (expressed in thousands): 

 

Government-wide 
Gov't Activities 

June 30, 2012, net position, as previously reported $ 8,672,797 
Prior period adjustment:

Correction of errors   29,436 
June 30, 2012, net position, as restated  $ 8,702,233 

 
CORRECTION OF ERRORS 

 
The beginning net position of the Government-wide 
Governmental Activities were restated $29,435,846 due 
to an understatement of construction in progress I capital 
assets on the previous year financial statements. 

 
NOTE 3 - DETAILED NOTES ON ACCOUNT 

BALANCES 

 
A.  DEPOSITS 

CUSTODIAL CREDIT RISK 

The State minimizes custodial credit risk by restrictions 
set forth in state statute. Custodial credit risk  is risk 
associated with the failure of a depository financial 
institution. In the event of a depository financial 
institution's failure the State would not be able to recover 
its deposits or collateralized securities that are in the 
possession of the outside parties. 

 
State law generally requires that all State funds be 
deposited in the Bank of North Dakota. NDCC 21-04-01 
provides that public funds belonging to or in the custody 
of the State shall be deposited in the Bank of  North 
Dakota. Also, NDCC 6-09-07 states, "all state funds . . . 
must be deposited in the Bank of North Dakota" or must 
be deposited in accordance with constitutional and 
statutory provisions. The State does not have a formal 
policy that addresses custodial credit risk for deposits. 

 
At June 30, 2013, the bank balance of the primary 
government's deposits was $390,986,247. Of the bank 
amount, $338,994, 737 was uncollateralized and 
uninsured. 

 
There were significant concentrations of uninsured and 
uncollateralized deposits in the Bank of North Dakota 
and University System at June 30, 2013. Their uninsured 
and uncollateralized deposits totaled $328.8 million and 
$10.7 million, and their bank deposits totaled $329.8 
million and $8.6 million, respectively. 

 
At June 30, 2013, the bank balance of the major 
component units' deposits was $57, 154,000. Of the bank 

amount, $41,986,451 was uncollateralized and 
uninsured. 

 
The internal receivable amount in the governmental 
activities column in the Statement of Net Position 
includes Cash and Investments at the Bank of North 
Dakota for governmental activities. The internal payable 
amount in the business-type activities column includes 
deposits the Bank has for governmental activities. 
Because the Bank has a different fiscal year end, these 
internal balances do not equal. 

 

B.  INVESTMENTS 

The investment policies of the State of North Dakota are 
governed by NDCC 6-09-07, 15-10-12, and 21-04-02, 
indicating that all public funds must be deposited in the 
Bank of North Dakota unless there are other 
constitutional or statutory provisions. If there are no 
statutory provisions and the funds are invested outside 
the Bank of North Dakota, the state agency must have 
the permission of the North Dakota Industrial 
Commission. 

 
Investments are generally managed by the State 
Investment Board, the North Dakota Board of University 
and School Lands, the Bank of North Dakota, and the 
North Dakota State Treasurer's Office. Management 
responsibilities and investment instruments as 
authorized by statute are as follows: 

 
1. State Investment Board (SIB) - NDCC 21-10 

designates the SIB with investment responsibilities 
for the Public Employees' Retirement System, 
Bonding Fund, Teachers' Fund for Retirement, Fire 
and Tornado Fund, Workforce Safety & Insurance 
Fund, and other specific funds. The Century Code 
states the SIB shall apply the prudent investor rule 
in investing funds under its supervision. The 
retirement funds belonging to the teachers' fund for 
retirement and the public employees' retirement 
system must be invested exclusively for the benefit 
of their members and in accordance with the 
respective funds' investment goals and objectives. 
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The State Investment Board's investment policy 
allows investment managers to use derivative 
securities to hedge or replicate underlying 
exposures but not for speculation. All derivatives 
are considered investment derivative investments. 
The SIB had four types of derivative securities at 
June 30, 2013: futures, options, swaps and 
currency forwards. 

 
2. North Dakota Board of University and Schools 

Lands - The Century Code states that the Board of 
University and School Lands shall apply the 
prudent investor rule in investing its funds. The 
investment policies of the Board allow the use of 
derivative securities to hedge or replicate 
underlying exposures but not for speculation. All 
derivatives are considered investment derivative 
investments. 

 
3. The Bank of North Dakota - NDCC 6-09 authorizes 

the Bank of North Dakota. The Bank is owned and 
operated by the State of North Dakota under the 
supervision of the North Dakota Industrial 
Commission. The Bank may have investments in 
anything that any bank lawfully may do, except 
what is restricted by NDCC 6-09. 

 
4. The North Dakota State Treasurer's Office - The 

North Dakota Constitution and various sections of 
the Century Code authorize the State Treasurer to 
invest all State funds deposited with the State 
Treasury. However, the State Treasurer must 
invest the public funds with the Bank of North 
Dakota unless there is statutory authority to do 
otherwise. Generally, the State Treasurer pools 
deposits and invests in money market accounts 
and Bank of North Dakota certificates of deposit. 

 
5. University System - NDCC 15-55-05 and 15-55-06 

govern the investment of proceeds of revenue 
bonds and revenues pledged to bondholders. Such 
proceeds must be invested in the Bank of North 

Dakota, in a separate fund in the State Treasury or 
in a duly authorized depository for the state funds 
that is a member of the FDIC. NOUS may invest 
such funds in direct obligation of, or in obligations 
where the United States of America guarantees the 
principal and interest, or obligations of the State of 
North Dakota or any municipality as defined in 
NDCC Section 21-03-01. 

 
Agency investments, of the primary government, under 
management of the State Investment Board are included 
below with the Pension and Investment Trust funds. 

 
INTEREST RATE RISK 

Interest rate risk is the risk that changes in interest rates 
of debt securities will adversely affect the fair value of an 
investment. The price of a debt security typically moves 
in the opposite direction of the change in interest rates. 
The State does not have a formal investment policy that 
limits investment maturities as a means of managing its 
exposure to potential fair value losses arising from future 
changes in interest rates. However, North Dakota 
Housing Finance's respective bond resolutions permit 
only investments that will not adversely affect the rating 
quality of the outstanding bonds. Also, the maturity date 
or the date on which such investment obligations may be 
redeemed shall coincide as nearly as practicable with 
the date or dates on which moneys in the funds or 
accounts for which the investments were made will be 
required. The Bank of North Dakota's investment policy 
provides for a duration range of one to five years, which 
will serve to decrease interest rate risk. 

 
At June 30, 2013, the following table shows the debt 
securities of the primary government by investment type 
and maturity (expressed in thousands). 
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Primar Government (includes Pension and Investment Trust Funds) 
 

 
Investment T:tpe 

Total Market 
Value 

Less Than 
1 Year 

 
1 - 6 Years 

 
6 - 10 Years 

More Than 
10 Years 

Asset Backed Securities $ 209,956 $ 10,851 $ 99,376 $ 24,782 $ 74,947 
Commercial Mortgage-Backed 680,175 8,209 599,580 1,336 71,050

Commercial Paper 325,951 325,951  
Corporate Bonds 1,339,515 70,665 979,795 140,682 148,373

Corporate Convertible Bonds 23,851 237 11,481 3,071 9,062

Government Agencies 1,670,210 51,515 1,596,698 10,765 11,232

Government Bonds 949,668 587,379 265,284 48,478 48,527

Government Mortgage-Backed 622,960 101,142 15,179 506,639

Index-Linked Government Bonds 155,391 3,564 147,874  3,953

Municipal/Provincial Bonds 44,302 3,392 30,881 867 9,162

Non-Government-Backed CMOs 39,865 14,813 3,054 729 21,269

Short Term Bills and Notes 46,415 46,415  
Short Term Investment Funds 50,754 50,754  
Pooled Investments   1,072,653    149,007    554,708    123,955    244,983  

Total Debt Securities $  7,231,666 $  1,322,752 $  4,389,873 $ 369,844 $ 1,149,197
 
Major Component Units 

     

 
Investment T:te 

Total Market 
Value 

Less Than 
1 Year 

 
1 - 6 Years 

 
6 - 10 Years 

More Than 
10 Years 

Government Bonds $ 116,823 $ 116,823 $ $ $  
 
Total Debt Securities 

 
$ 116,823

 
$ 

   

 
$ $ $

 
The fair values of inflation-indexed bonds are reflected in the columns above, based on their stated maturity dates. The 
principal balances of these bonds are adjusted every six months based on the inflation index for that period. 

 
Some investments are more sensitive to interest rate changes than others. Variable and floating rate collateralized 
mortgage obligations (CMO's), asset-backed securities (ABS), interest-only and principal-only securities are examples of 
investments whose fair values may be highly sensitive to interest rate changes. Interest-only (10) and principal-only (PO) 
strips are transactions which involve the separation of the interest and principal components of a security. They are 
highly sensitive to prepayments by mortgagors, which may result from a decline in interest rates. The State has no policy 
regarding 10 or PO strips. 

 

CREDIT RISK 

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. The State does not 
have an investment policy that specifically addresses credit risk, however the Bank of North Dakota has established a 
minimum credit quality rating for its investment in debt securities. The State Investment Board maintains a highly 
diversified portfolio of debt securities encompassing a wide range of credit ratings. Each debt securities manager is given 
a specific set of guidelines to invest within, based on the mandate for which it was hired. The guidelines specify in which 
range of credit the manager may invest. These ranges include investment grade and high yield categories. The Bank of 
North Dakota's investment policy provides minimum credit quality ratings for its investments and asset allocation ranges 
for investments as a percentage of the total portfolio. 
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As of June 30, 2013, the following tables present the debt securities of the primary government 
 

 
Primary Government (includes Pension and Investment Trust Funds) S&P Credit Rating* 

 

 
Total 

   Market Value AAA  AA A  BBB       Asset 
Backed Securities $ 209,956 $ 119,831  $  42,650 $ 24,401  $  10,545 

 

Commercial Mortgage-Backed 77,375 41,939 12,598 14,157 3,507
Commercial Paper 325,951 325,951 
Corporate Bonds 1,339,515 20,652 58,406 304, 109 554,795
Corporate Convertible Bonds 23,851 2,170 1,522
Government Agencies 1,670,210 1,537,701 123,490 5,256 3,763
Government Bonds 180,268 19,304 16,725 38,138 57,971
Government Mortgage Backed 1,008,489 600,080 407,789
Index Linked Government Bonds 144,403 142,280
Municipal/Provincial Bonds 20,664 4,868 6,551 6,381 2,346
Non-Government Backed CMOs 38,770 5,573 5,949 8,213 7,058
Short-Term Investment Funds 15,626 15,626
Pooled Investments   1,123,408 223,156 402,725 32,863 78,121

Total Credit Risk Debt Securities 6, 178,486    $   2,573,104 $  1,092,509  $    761,639 $    861,908

US Gov't & Agencies 1,053,180 

Total Debt Securities $ 7,231,666 
 

*Majority of debt securities rated by S&P, however some were determined by Moody's, Fitch or manager determined. 
 

**US government agency securities explicitly guaranteed by the US government are categorized here. Credit ratings of US 
government agency securities that are only implicitly guaranteed by the US government are categorized accordingly in the main 
body of this table. 
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and their respective ratings (expressed in thousands). 
 
 
 
 

  BB   
$ 3,274 

  B   
$ 3,789 

  CCC  
$ 1,623

  cc  
$ 145

  c   
$

 

  D   
$ 2 

 

  Not Rated  
$ 3,696 

1,148      4,026

216,222 152,116 22,991 1,529  441 8,254 
11,692 6,876 1,591     

12,416 164     35,550
620

2,123
518 

1,058 63 5,370 1,114 276 2,143 1,953

   18,478      196,342    171,723
 
  $ 246,328   

 
   $ 181,486   

 
    $ 31,575   

 
     $ 2,788  

 
    $ 196,618  

 
    $ 2,586  

 
     $ 227,945  
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CONCENTRATION  OF CREDIT RISK 
 

Concentration of credit risk is the risk of loss attributed to the magnitude of a government's investment in a single issuer. 
The State does not have an investment policy that specifically addresses concentrations of credit risk in a single issuer, 
however the Bank of North Dakota has established asset allocation ranges for investments as a percentage of their total 
portfolio. 

 
The Bank of North Dakota had the following concentrations at June 30, 2013 (expressed in thousands): 

 

 
Federal Agency 

Amount Percent 

 

Freddie Mac $ 532,516 24.4%
Federal Home Loan Bank 455,855 21.0%
Fannie Mae 414,130 19.1%

Mortgage-backed 
Fannie Mae 327,064 15.1%
Freddie Mac 169,853 7.8%

FOREIGN CURRENCY RISK 

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an investment or a 
deposit. Although the State Investment Board does not have a formal investment policy governing foreign currency risk, 
the board does manage its exposure to fair value loss by requiring their international securities investment managers to 
maintain diversified portfolios to limit foreign currency and security risk. The Board of University and School Lands treats 
currency exposure in two different ways, depending on the type of investment. For the Board's international equity 
portfolio, the currency exposure is not hedged, as currency exposure is one of the things that add diversity to the overall 
portfolio. For foreign bonds, the Board fully hedges the currency exposure, as the purpose of this portfolio is to generate 
income for distribution to trust beneficiaries. The board does not have a formal policy regarding foreign currency risk. 

 
At June 30, 2013, foreign currency risk exposure on investments managed by the Board of University and School Lands 
and State Investment Board were as follows (expressed in thousands). 
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Primary Government (includes Pension and Investment Trust Funds) 
 

Currenci'. Short-Term  Debt  Equiti'.  Total 
Australian dollar $ (7,940) $ 10,243 $ 33,285  $ 35,588

Brazilian real 1,898 4,751 6,905  13,554

British pound sterling 13,886 5,142 129,758  148,786

Canadian dollar 132 724 17,011  17,867

Chilean peso 3,297 (2)  3,295

Chinese yuan renminbi 137 (2)  135

Columbian peso 100 14  114

Czech koruna (1) 2 1,922  1,923

Danish krone 4,597  4,597

Euro (15,889) 21,992 196,766  202,869

Hong Kong dollar 128 25,099  25,227

Hungarian forint (16) 3,809 1,034  4,827

Iceland krona 31  31

Indian rupee 4,605 8  4,613

Indonesian rupiah 56  56

Israeli shekel 42 1,590  1,632

Japanese yen 14,150 72 118,089  132,311

Malaysian ringgit 94 4,209 2,173  6,476

Mexican peso 317 19,099  19,416

New Zealand dollar (2,692) 2,871 49  228

Norwegian krone 449 (197) 4,035  4,287

Peruvian neuvo sol (61)  (61)

Philippine peso 2,219  2,219

Polish zloty 65 3,708 1,239  5,012

Russian ruble 15 (9)  6

Singapore dollar 450 (1) 8,889  9,338

South African rand 91 3,206 4,024  7,321

South Korean won (4,224) 4,435 8,344  8,555

Swedish krona 1,067 (510) 12,994  13,551

Swiss franc 55,281  55,281

Thai baht 56 32 1,172  1,260

Turkish lira (394) 3,220 997  3,823

International commingled   
funds (various currencies)   91, 153  327,274  418,427

Total international investment securities $ 9,793  $   180,188  $ 962,583  $ 1,152,564
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Derivative Securities - Derivatives are financial 
arrangements between two parties whose payments are 
based on, or "derived" from, the performance of some 
agreed upon benchmark. The investment policies of the 
States' clients allow the use of derivative securities to 
hedge or replicate underlying exposures but not for 
speculation. All derivatives are considered investment 
derivative instruments. The fair value of all derivative 
securities is reported in the Statements of Net Position. 
At June 30, 2013, the State had four types of derivative 
securities: futures, options, swaps and currency 
forwards. 

 
Futures - Futures represent commitments to purchase 
(asset) or sell (liability) securities at a future date and at 
a specific price. Futures contracts are traded on 
organized exchanges (exchange traded) thereby 
minimizing the States' counterparty risk. The net change 
in the futures contracts' value is settled daily in cash with 
the exchanges. Net gains or losses resulting from the 
daily settlements are included in net change in fair value 
of investments in the Statement of Changes in Net 
Position and totaled $90.1 million. At June 30, 2013, the 
State investment portfolio had the notional futures shown 
below (expressed in thousands). 

Notional 

a financial option, the State, through its investment 
manager, pays a premium at the beginning of the 
agreement and the counterparty bears the risk of an 
unfavorable change in the price of the financial 
instrument underlying the option. Gains and losses on 
options are determined based on fair values and 
recorded with the net change in fair value of investments 
in the Statement of Changes in Net Position and totaled 
$43,000. The State investment portfolio had no option 
balances as of June 30, 2013. 

 
Swaps - A swap is a derivative in which counterparties 
exchange certain benefits of one party's financial 
instrument for those of the other party's financial 
instrument. Specifically, the two counterparties agree to 
exchange one stream of cash flows for another stream. 
The State, through its investment managers, has 
entered into various swap agreements in an attempt to 
manage its exposure to interest rate and credit risk. 

 
Interest rate risk represents the exposure to fair value 
losses arising from future changes in prevailing market 
interest rates. In the most common type of interest rate 
swap arrangement, one party agrees to pay fixed 
interest payments on designated dates to a 
counterparty, who in turn agrees to make return interest 

Futures 
Cash and cash equivalent derivative futures 

Long 
Short 

Equity derivative futures 
Long 
Short 

Fixed income derivative futures 
Long 
Short 

Total futures 

Value 
 

 
$180,058 
(165, 105) 

 
478,996 

 
 

3,124 
(64,623) 

$432,450 

payments that float with some reference rate. 
 

Credit risk represents the exposure to fair value losses 
arising from a credit event such as default, failure to pay, 
restructuring or bankruptcy. In a credit default swap 
(CDS) contract, the protection buyer of the CDS makes 
a series  of payments to the protection seller and, in 
exchange, receives a payoff if the credit instrument 
experiences a credit event. CDS contracts are also used 
to establish exposure to a desired credit instrument. 

 
Gains and losses on swaps are determined based on 

Options - Options represent or give buyers the right, 
but not the obligation, to buy (call) or sell (put) an asset 
at a preset price over a specified period. Options are 
traded on organized exchanges (exchange traded) 
thereby minimizing the States' counterparty credit risk. 
The option's price is usually a small percentage of the 
underlying asset's value. As a seller of a financial option, 
the State, through its investment manager, receives a 
premium at the beginning of the agreement and bears 
the risk of an unfavorable change in the price of the 
financial instrument underlying the option. As a buyer of 

fair values and are recorded with the net change in fair 
value of investments in the Statement of Changes in Net 
Position and totaled $(933) thousand. The maximum 
loss that would be recognized at June 30, 2013, if all 
counterparties failed to perform as contracted is $4.25 
million. Swap fair values are determined by a third party 
pricing source. At June 30, 2013, the States' investment 
portfolio had the  swap fair value balances as shown 
below (expressed in thousands). 
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Credit Default Swaps  

Notional Expiration Fair 
Counterparty/Moody's Rating Amount Date Value 

 

JP Morgan Chase Bank N.A./Aa3 (3 contracts) $ 11,000 10-12-2052 $  
JP Morgan Chase Bank N.A./Aa3 400 3-20-2017 
JP Morgan Chase Bank N.A./Aa3 (3 contracts) 12,700 6-20-2017 
Deutsche Bank AG New York/Aa3 45 3-20-2014 
Deutsche Bank AG New York/Aa3 120 9-20-2013 
Morgan Stanley Cap Services NY/Baa1 (3 contracts) 300 3-20-2013 
Citibank N.A. NY/A3 2,000 6-20-2017 
Bank of America N.A./A3 1,560 12-20-2017 6
Credit Suisse International London/A1 240 12-20-2016 (15)
Deutsche Bank AG New York/A2 (3 contracts) 2,160 12-20-2016 (135)
Deutsche Bank AG New York/A2 120 9-20-2013 
Deutsche Bank AG New York/A2 1,560 6-20-2017 1
Deutsche Bank AG New York/A2 (2 contracts) (3,250) 12-20-2017 34
Deutsche Bank London/A2 1,560 6-20-2017 1
Deutsche Bank London/A2 1,560 12-20-2017 6
JP Morgan Chase U.S. NYC/Aa3 400 3-20-2017 
JP Morgan Chase N.A./Aa3 (4 contracts) 12,700 6-20-2017 (140)
JP Morgan Chase N.A./Aa3 (2 contracts) 4,400 12-20-2017 (46)
JP Morgan Chase N.A./Aa3 (2 contracts) 30 10-12-2052   1
Total credit default swaps   $ 49,605       $ (287)  
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Interest Rate Swa!2S  

Expiration Counterparty 
Notional Rate Counterparty Date Rating Fair 

Counterparty Amount Range Rate Range (Moody's) Value 
 

 

Bank of Nova Scotia (4 0.751% to Various 08-2013 - 
contracts) $ (493) 1.355% overnight 10/2019 Aa2 $ 34 

Barclays Bank PLC London 2.065% to bank rates 12/2027 - 
(2 contracts) (53) 4.423% depending on 12/2032 A2 2 

Barclays Bank PLC New 0.359% to currency 08/2012 - 
York (13 contracts) 6,047 5.750% 0212022 A2 

Barclays Bank PLC New 0.00% to 07/2013 - 
York (6 contracts) 4,240 5.48% 12/2037 A2 (108) 

Barclays Capital Securities 1.10% to 02/2013 - 
London (7 contracts) 3,124 6.60% 0212022 A2 

Barclays Capital Securities 0.00% to 09/2013 - 
London (9 contracts) 1,800 7.42% 0512023 A2 (19) 

Citibank N.A. New York (11 0.62% to 11/2012 - 
contracts) 5,426 7.70% 0612022 A3 

Citibank N.A. New York (14 0.349% to 12/2014 - 
contracts) (2,094) 4.50% 04/2023 A3 57 

Citibank London (3 0.695% to 01/2016 - 
contracts) 1,364 4.42% 06/2017 A3 (58) 

Credit Suisse First Boston 0.689% to 06/2018 - 
Corporation (5 contracts) 1,783 7.25% 0512023 A1 (6) 

Deutsche Bank London (2 1.96% to 10/2013 - 
contracts) 670 3.12% 01/2014 A2 

Deutsche Bank Singapore 
(1 contract) 316 0.345% 7/21/2012 A2 

Goldman Sachs Bank USA  0.52% to 
(2 contracts) 233 1.438% 4/19/2020 A2 3 

HSBC Bank USA New York 
(1 contract) 190 3.810% 1/3/2028 A1 

HSBC Bank USA New York 0.38% to 07/2013 - 
(6 contracts) 2,277 3.81% 01/2028 A1 54 

JP Morgan Chase Bank 0.913% to 07/2012 - 
N.A. (4 contracts) (4,109) 6.380% 01/2028 Aa3 

JP Morgan Chase Bank 0.654% to 07/2013 - 
N.A. (5 contracts) 206 4.74% 08/2016 Aa3 (23) 

Morgan Stanley Capital 
Services NY (1 contract) 290 6.370% 512512022 Baa1 

Morgan Stanley Capital 
Services NY (1 contract) 299 6.370% 512512022 Baa1 (4) 

Morgan Stanley Capital 
Group Inc. NY (1 
contract) 1,090 1.355% 2/15/2020 Baa1 (48) 

Morgan Stanley & Co. Inc. 1.155% to 10/2013 - 
NY (5 contracts)  (2,435) 6.06% 0512022 Baa1      

27 Total Interest Rate Swaps $    20,171    $ 

 (89) 
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Currency Forwards - Currency forwards represent 
forward exchange contracts that are entered into in order 
to manage the exposure to changes in currency 
exchange rates on the currency denominated portfolio 
holdings. A forward exchange contract is a commitment 
to purchase or sell a currency at a future date at a 
negotiated forward rate. The gain or loss arising from the 

difference between the original contracts and the closing 
of such contracts is included in the net change in fair 
value of investments in the Statement of Changes in Net 
Position and totaled $3.5 million. At June 30, 2013, the 
States' investment portfolio included the currency 
forwards balances shown below (expressed in 
thousands). 

 
 
 
 

Currenc:i:: Cost Purchases Sales Fair Value 
Australian dollar $ (21,248) $ 1,996 $ (22,731) $  (19,600)

Brazilian real (1,028) 2,087 (3,117) (1,218)

British pound sterling 8,263 9,121 (858) 8,074

Canadian dollar (10,781) 1,259 (11,846) (10,597)

Chilean peso 3,369 3,501 (132) 3,296

Chinese yuan renminbi 132 522 (390) 138

Columbian peso 102 102 101

Czech koruna 1 606 (605) (2)

Euro (73,423) 638 (73,312) (72,510)

Hungarian forint (3,475) 836 (4,298) (3,462)

Indian rupee 4,741 4,803 (62) 4,605

Japanese yen (238) 4,198 (4,551) (345)

Malaysian ringgit 68 68 68

Mexican peso (5,712) 1,465 (7,054) (5,595)

New Zealand dollar (8,219) 1,260 (9,435) (8,149)

Norwegian krone (5,503) 2,269 (7,549) (5,309)

Peruvian Nuevo sol (61) 56 (117) (61)

Polish zloty (5,737) 864 (6,468) (5,619)

Russian ruble 32 2,180 (2,148) 15

Singapore dollar 394 2,063 (1,669) 378

South African rand (3,487) (3,240) (3,240)

South Korean won (4,365) 68 (4,433) (4,225)

Swedish krona (7,917) 1,779 (9,423) (7,665)

Thai baht (3,382) (3,215) (3,215)

Turkish lira (425) 420 (845) (395)

United Kingdom pound (1,315) (1,319) (1,319)

United States dollar 139,211 181,376 (42,166) 139,210

Total forwards subject to currency risk $ 3,359 
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Derivative Interest Rate Risk - Interest rate risk is the regarding such derivative investments. At June 30, 2013, 
risk that changes in interest rates will adversely affect the tables below show the States' derivative investments 
the value of an interest rate-based derivative investment. subject to interest rate risk (expressed in thousands). 
The  State does  not  have a formal  investment  policy 

 

 
 
 

Futures-interest 

Total Greater 
Notional 3 Months or  3 to 6 6 to 12   Than 
Value  Less Months Months 1-5 Years 5 Years 

rate contracts $ (218,918) $ (38,025} $ (98,722} $   (89,857) $ 7,686 $ 
 

Greater 
Total 3 Months or 3 to 6 6 to 12 Than 

  Fair Value   Less   Months   Months  1-5 Years 5 Years 
Options on interest 

rate futures $ $ $ $ $ $ 
Swaps-interest 

rate contracts (90} 22 10 (31} (142} 51 

Total $ (90} $ 22 $ 10 $ {31) $ {142} $ 51 
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Mill and Elevator Derivative Financial Instruments - 
The fair value balances and notional amounts of 
derivative instruments outstanding at June 30, 2013, and 
the changes in fair value of such derivative instruments 
for the year then ended as reported in the State's 
financial statements are $814,703, classified as 
derivative-grain futures contract (one contract equals 
5,000 bushels) and $814,703, classified as deferred 
inflow of resources. The fair value of the grain futures 
contracts  was  determined  on  the  Minneapolis  Grain 

Exchange. The margin requirement is $0.60 per bushel, 
unless the market price changes the limit for two 
consecutive days, then the margin requirement is $0.90 
per bushel. The Mill has entered into futures contracts 
for spring wheat to lock in a price for a future delivery or 
settlement period. These contracts are entered into to 
protect the Mill against price fluctuation of the 
commodity. The price protection is needed to cover any 
long or short positions compared to flour sales. 

 

 
Futures 

  
Brokerage Firm 

 Number of
Contracts

Average 
Cost 

  
Fair Value 

  
Effective Date

 
Sept 2013 

  
RJ O'Brien 

  
(116)

 
$ 7.9470

  
$ 7.7500 

  
June 2013 

Sept 2013  ADM Investor Services  (92) 7.9472  7.7500  June 2013

Dec 2013  RJ O'Brien  100 8.9838  7.8300  June 2013

Dec 2013  ADM Investor Services  77 8.2132  7.8300  June 2013

March 2014  RJ O'Brien  22 8.4920  7.9675  June 2013

March 2014  ADM Investor Services  44 8.5449  7.9675  June 2013

May 2014  RJ O'Brien  25 8.0225  8.0225  June 2013

May 2014  ADM Investor Services  11 8.3377  8.0225  June 2013

July 2014  ADM Investor Services  31 8.2321  8.0600  June 2013
 

The Mill is exposed to credit risk on hedging derivative 
instruments that are in asset positions. All grain futures 
trades are completed using two different national 
brokerage firms  on the Minneapolis Grain Exchange. 
ADM Investor Services is rate A by the Standard & 
Poor's Rating Service. RJ O'Brien is a privately held 
business and is not rated by the Standard & Poor's 
Rating Service. 

 
The Mill is exposed to rollover risk  on grain futures 
trades whenever the hedge ration (defined in aggregate 
of the size across all futures months relative to the 
underlying net cash position) does not equal 1.0. At June 
30, 2013, the table below shows the hedge ratio by 
futures month going forward: 

 
Period Hedge Ratio 

holdings and analysis of risk and return relationships. 
These investments can be structured in different ways, 
including limited partnerships, limited liability companies, 
common trusts and mutual funds. Some are closed- 
ended with a specific life and capital commitment while 
others are open-ended with opportunity for ad hoc 
contributions or withdrawals and termination upon proper 
notice. 

 
Private Equity - Private Equity investments are typically 
private interests in corporations across different areas of 
the capital structure and in different stages of the 
corporations' development  via limited partnership 
vehicles. Private Equity investments are illiquid and long 
term in nature (10-12 years), typically held until maturity. 
Private Equity portfolios generally have a "J-Curve 
Effect" whereby there are low to negative returns in the 

Sept 2013 
Dec 2013 
Mar 2014 
May 2014 
July 2014 

1.1 
1.0 
1.1 
0.9 
0.9 

initial years due to the payment of investment 
management fees and initial funding of investments 
made by the General Partner during a period  when 
investments are  typically carried at cost and returns 
have not been realized. To diversify the program, Private 

Net Position 0.9 

Alternative Investments  - The AICPA defines 
Alternative Investments for the purpose of performing 
audits. The definition includes investments for which a 
readily determinable fair value does not exist (that is, 
investments not listed on national exchanges or over- 
the-counter markets, or for which quoted market prices 
are not available from sources such as financial 
publications, the exchanges, or NASDAQ). These types 
of investments can be held within any of the asset 
classes used by the State based on underlying portfolio 

Equity investments are made across business cycles, 
vintage years, and different strategies. The State has a 
dedicated asset class for private equity investments. 

Venture Capital - These include investments in 
companies in a range of stages of development from 
start-up/seed stage, early stage, and later/expansion 
stage. Investments are typically made in years one 
through six and returns typically occur in years four 
through ten. 
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Buyouts - These include investments in funds that seek 
out and purchase underperforming or undervalued 
companies in order to improve them and sell them or 
take them public many years later. These funds are also 
often involved in management buyouts, which are 
buyouts conducted by the management of the company 
being purchased, and they often play key roles in 
leveraged buyouts, which are buyouts that are funded 
with borrowed money. 

Distressed Debt - These include investments in the 
debt instruments of companies which may be publicly 
traded or privately held that are financially distressed 
and are either in bankruptcy or likely candidates for 
bankruptcy. Typical holdings are senior and 
subordinated debt instruments, mortgages and bank 
loans. The State includes these types of investments in 
its private equity asset class. 

 
Commingled/Mutual Funds - These types of funds are 
generally open-ended funds and may be utilized in 
equities or fixed income asset classes. They are funds 
made up of underlying securities that have readily 
available fair values (publically traded stocks or bonds). 
The State owns units of these funds rather than the 
individual securities. Contributions or withdrawals from 
these fund can be done as needed. 

Mezzanine Debt - This strategy is a hybrid of debt and 
equity financing. It is basically debt capital that gives the 
lender the rights to convert to an ownership or equity 
interest in the company if the loan is not paid back in 
time and in full. It is generally subordinated to senior 
debt. The State utilizes this strategy, through a limited 
partnership structure, in its below investment grade fixed 
income allocation. 

Equity Long/Short - This strategy is a combination of 
long and short positions, primarily in publicly traded 
equities. The State utilizes this strategy in its US equity 
allocations. 

Real Estate and Real "Tangible" Assets -  These 
investments are intended to provide allocations to 
tangible assets that are expected to be inflation 
protected and provide performance above the inflation 
rate as indicated by the CPI. Investments are generally 
structured as limited partnerships or limited liability 
companies. Investments in Real Estate and Real Estate 
Assets include: 

Real Estate - includes investments in private vehicles 
through limited partnerships or commingled vehicles that 
have an ownership interest in  direct real estate 
properties. The investment strategies may include "value 
added" strategies, which derive their return from both 
income and appreciation, "opportunistic", which derive 
their return primarily through appreciation, and 
"alternative" which invest in less traditional types of 
property. Both domestic and international real estate 
funds are utilized. The State has a dedicated asset class 
for these types of investments. 

 
 

Timberland - includes investments in limited liability 
companies that have an ownership interest in properties 
where the value of the property is derived mainly from 
income-producing timber but also from the "higher and 
better use" value of the underlying land. The State has a 
dedicated asset class for these types of investments. 

 
Infrastructure - includes investments in limited 
partnerships that have an ownership interest in 
transportation assets such as toll  roads, tunnels and 
bridges; and regulated assets such as electricity 
transmission, gas and oil distribution and wastewater 
collection. Other possible investments would include 
communication assets and social infrastructure. The 
State has a dedicated asset class for these types of 
investments. 



81 

STATE OF NORTH DAKOTA 
 

 
 

C.  SECURITIES LENDING 

The following represents the balances relating to the securities lending transactions at June 30, 2013 (expressed in 
thousands). 

 
Primary Government (Includes Pension and Investment Trust Funds) 

 

 
Securities Lent 

Underlying 
Securities 

Non-Cash  Cash Collateral 
Collateral Value Investment Value 

Lent for cash collateral: 
US agency securities 

 
$ 149

 
$ $ 153

US government securities 96,630 98,465
US corporate fixed income securities 81,490 83,417
Global government fixed income securities 1,027 1,042
US equities 67,049 68,719

Lent for non-cash collateral: 
US agency securities 
US government securities 
US corporate fixed income securities 
US equities 

  

 
Total 

 
    $ 246,345  

 

 
    $  $ 251,796  

 
D.  ENDOWMENT FUNDS 

The endowment funds reported herein are institutional funds under the terms of the gift instrument and are not wholly 
expendable by the  institution. NDCC  Section 59-21, the Uniform Prudent Management of Institutional Funds Act 
(UPMIFA) applies to the investment of endowments governed by a gift instrument. NOUS SBHE policy 810 stipulates 
endowment funds shall be invested according to the intent of the donor provided such intent is consistent with applicable 
laws. Absent terms expressing donor intent in a gift instrument, NOUS institution officers initially shall deposit the funds in 
institution accounts at the Bank of North Dakota. Thereafter, the funds may be invested according to NDCC 59-21. 
Subject to the intent of the donor, NOUS institution officers are delegated authority to manage and invest these 
institutional funds as provided by UPMIFA. NDCC Section 59-21-02.5a(7) applies  to standard of  conduct in the 
administration of powers to make and retain investments. It states that in managing and investing an institutional fund, 
the needs of the institution and the fund to make distributions and to preserve capital must be considered. Given the 
flexibility in NDCC 59-21-02, campuses have differing policies with respect to spending investment income and net 
appreciation on endowment funds. UNO changed managers in September 2013, the University of North Dakota 
Foundation is the investment manager for UNO endowments. The payout is calculated using the average balance of the 
last four quarters multiplied by 4 percent. MiSU allows for 5.0% of the three year average market value of the assets to 
be expended; 4.50% for scholarships and 0.5% for administrative expense. MaSU, NDSU, VCSU and WSC give 
departments authority to spend all investment income earned on the endowment funds. Net appreciation on investments 
are available for expenditure and consist of the following at June 30, 2013: 

 
 Reflected in net position as: 
Mayville State University $ 3,223 Expendable scholarships & fellowships 
Minot State University 54,473 Expendable scholarships & fellowships 
Total NOUS  $ 57,696   

 
Endowment funds reported herein do not include the Federal Land Grant Fund held by the State Land Department. The 
annual proceeds from assets held by the State Land Commissioner are deposited into each college/university's operating 
fund at the State Treasury and are used for current operating purposes. Bismarck State College, Lake Region State 
College and Williston State College do not participate in the proceeds allocated by the State Land Department. Total 
assets held by the State Land Department and proceeds for the fiscal year ended June 30, 2013 are approximately 
$107.9 million and $1.91 million respectively. 
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E.    REVERSE REPURCHASE AGREEMENTS 
 

State statutes permit the State to enter into reverse repurchase agreements, that  is, the sale of securities with a 
simultaneous agreement to repurchase them in the future at the same price plus a contract rate of interest. The fair value 
of the securities underlying reverse repurchase agreements normally exceeds the cash received, providing the dealers a 
margin against a decline in fair value of the securities. All sales of investments under these agreements are for fixed 
terms. In investing the proceeds of these agreements, State policy is for the term to maturity of the investment to be the 
same as the term of the agreement. Such matching existed at year end. These agreements are secured by Fed book- 
entry securities held in the State's name. At June 30, 2013, the State had no reverse repurchase agreements 
outstanding and did not participate in reverse repurchase agreements during the fiscal year. 

 
 

F. RECEIVABLES 

Receivables at June 30, 2013, consist of the following (expressed in thousands): 
 

Other Bank of  
Governmental North Housing University

   General     Federal State  Funds  Dakota Finance         S:rstem   
 

-    $ $ 583 $ 27,626 
Less Allowance (4,569) (14,679) (5,813) 

Taxes 510,759 170,291 35 
Less Allowance (64,772) (7,935) 

Interest 7,531 11,818 134 39,625 2,890 
Less Allowance (1) 

Current Loans and Notes 278 232 66,058 40,146 773,115 16,727 9,739 

Less Allowance (27) (2,746) (1,638) 

Noncurrent Loans and Notes 25,000 2,376,925 662,638 34,990 
Less Allowance        (52,280)   (6, 

137) Net Receivables $ 486,343    $  9,086 $ 317,726 $ 40,315    $  3,137,425    $ 682,838 $   

58,768 

 
 
 
 

Receivables: 

Workforce Other Major 
Safety & Enterprise Internal Fiduciary Component 

   Insurance Funds Service Funds Funds  Units Total   

Accounts $ 55,185   $ 95,488 $ 238   $ 9,843   $ 1,818 $ 306,698 
Less Allowance (4,000) (9,868) (27) (38,956) 

Taxes 34,038 715,123 
Less Allowance (4,396) (77,103) 

Interest 8,374 1,711 43 11,473 4,086 87,686 

Less Allowance (1) 

Current Loans and Notes 7,950 4,150 918,435 
Less Allowance (4,411) 

Noncurrent Loans and Notes  87,684   13,091  3,200,328 

Less Allowance  (4,448)   (6,517)   (69,382) 

 
Net Receivables $ 59,559   $ 178,517   $ 281   $ 50,958   $ 16,601 $   5,038,417   

Receivables:  
Accounts $  12,143 $ 8,854 $ 94,920 $
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G.   INTERFUND ACCOUNTS AND  TRANSFERS 
DUE FROM OTHER FUNDS/DUE TO OTHER FUNDS

Due To Internal Service Funds From: 
General Fund $ 4,461

lnterfund  balances  at  June  30,  2013,  consist of the State Fund 927
following (expressed in thousands): University System 916

 All Others   1,295

Due To General Fund From: Total Due To Internal Service Funds $ 7,599

Federal Fund $  85,171
State Fund 29,362 Due To Bank of North Dakota From: 
Bank of North Dakota 1,096 State Fund $   50,415

Nonmajor Enterprise Funds 29,228 Nonmajor Enterprise Funds 33,168

All Others 36 Internal Service Funds 39,649

Total Due To General Fund 
 

Due To Federal Fund From: 

 $   
144,893 

Housing Finance 
All Others 

Total Due To Bank of North Dakota 

7,249 
  292 

 $  130,773 

General Fund 
State Fund 
All Others 

Total Due To Federal Fund 

 
Due To State Fund From: 

General Fund 
Federal Fund 
Internal Service Funds 
Nonmajor Enterprise Funds 
All Others 

Total Due To State Fund 

$ 4,689 
12,241 

 
 5
4 

$ 16,984 
 

 

 
$ 2,061 

6,621 
7,363 

596 
278 

 

 $     
16,919 

Included in the Nonmajor Enterprise Funds amount is a 
loan to Roughrider Industries for $162,831. Included in 
the State Fund amount is a loan to Highway Patrol for 
$1,716,000. These amounts are not expected to be 
repaid within one year. 

 
Due To University System From: 

General Fund $ 16,087 
Federal Fund 4,912 
All Others 382 

Included  in the  Internal Service  Funds amount  is an 
advance to Fleet Services from the Highway Fund for 
$7,000,000. This is not expected to be repaid within one 
year. 

Included in this category are all other enterprise funds 
and fiduciary funds. 

These balances are a result of a time lag between the 
dates that (1) services are provided and goods received 
or reimbursable expenditures occur, (2) the payments 
are made, (3)  the transactions are entered into the 
accounting system, and (4) because of transactions 
occurring between funds with a fiscal year other than 
June 30, 2013. 

A reconciliation of Due From's and Due To's is presented below (expressed in thousands): 
 

Due From's  $ 340,232 
General Fund/Bank of ND (1,099)
Bank of ND/Housing Finance 1,408
Mill & Elevator/Bank of ND (11,000)
Bank of ND/University System 709
Bank of ND/Student Loan Trust 144
Bank of ND/Guaranteed Student Loan 1,898
Governmental Agencies/Bank of ND (48,990)
Bank of ND/Enterprise Funds (2,333)
Total Differences (59,263) 

Due To's  $ 280,969 

Total Due To University System $    21,381

Due To All Other Funds From: 
All Other 

 

$ 1,683
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The previous table represents timing differences between agencies as a result of different fiscal year ends. Those 
agencies with a different fiscal year end include: Bank of North Dakota, December, Guaranteed Student Loan, 
September, and Nonmajor Enterprise Funds, Beginning Farmer Revolving Loan, Community Water Facility Loan, and 
Developmentally Disabled Facility Loan, all of which have a December year end and State Fair, September. 

 
INTERFUND  TRANSFERS 

A summary of interfund transfers for the fiscal year ended June 30, 2013, follows (expressed in thousands): 
 

 
Special Special 

Transfers In 

 
 

Transfers Out 

Revenue Revenue Non-major Housing University  Non-major 
   General      Federal State Governmental    Finance        System     Enteq:rise Total   

General $ - $   1,963 $ 2,102 $ - $ $ 421,374 $  21,800 $447,239
Special Revenue - Federal 7,332 15,683 457 23,472
Special Revenue - State 306, 101 1,789 11,799 326 11,288 2,620 333,923
Non-major Governmental 968 907 1,888 3,763
Bank of North Dakota 28,997 28,997
Housing Finance 29 29
University System 5,634 5,634
Non-major Enterprise   29,204 9,702 60   30,550 69,516

Total   $343,605    $    3,752    $ 28,423   $ 17,493   $ 783   $ 432,662    $   85,856    $ 
912 573

 
(Transfers In do not agree to the statements due to the timing differences noted below.) 

 
Transfers are used for the following purposes: 
• Move general fund appropriation amounts to certain agencies. 
• Move revenues from the fund that statute requires to collect them to the fund authorized to spend them. 
• Move certain excess revenues collected in other funds to the general fund. 
• Move receipts restricted for debt service from the funds collected to the debt service funds as payments become due, 

and move capital project funds paying the construction costs. 
 

For the year ended June 30, 2013, legislatively-mandated transfers were made to the general fund of $7.3 million from 
the State Lottery. 

 
A reconciliation of Transfers In and Transfers Out is presented below (expressed in thousands): 

 
 

Transfers  In 
Differences: 

 $  861,702 

Bank of ND/PACE 2,700
Bank of ND/Rebuilder Loan Program 53, 141
Special Rev - State/State Fair 582
Bank of ND/Information Tech. Dept. (10,554)
Other 2
Student Loan Trust 5,000
Total Differences 50,871 
Transfers Out  $912,573 

 
The above timing differences of $50,871,000 result from transactions between agencies that have different fiscal year 
ends. Those agencies with a different fiscal  year end include: Bank of North Dakota, December, and Nonmajor 
Enterprise Fund State Fair, September, Student Loan Trust, September and Beginning Farmer, December. This 
difference is also the total net transfers on the Government-wide Statement of Activities. 
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H.   CAPITAL ASSETS 

PRIMARY  GOVERNMENT: 

The following is a summary of capital assets during the fiscal year (expressed in thousands): 
 

 
Description 

Governmental Activities: 

Capital Assets Not Being Depreciated 
 

Land $ 70,827 $ 6,123 $ (26) $ 76,924

Construction in Progress 591,729 353,378 (83,848) 861,259

Total Capital Assets Not Being Depreciated 662,556 359,501 (83,874) 938, 183

Capital Assets Being Depreciated:  
Buildings and Improvements 515,986 30,779 (1,505) 545,260

Equipment 259,486 26,961 (14,431) 272,016

Intangibles  
Software 82,847 7,677 (7,321) 83,203

Other 8,706 721 (74) 9,353

Infrastructure 3,621,085 101,399 (4,579} 3,717,905

Total Capital Assets Being Depreciated 4,488, 110 167,537 (27,91O} 4,627,737

Less Accumulated Depreciation for:  
Buildings and Improvements (212,028) (13,311) 1,351 (223,988)

Equipment (121,872) (19,978) 11,065 (130,785)

Intangibles 

Software 
 

(50,795)

 

(7,848) 
 

7,228 
 

(51,415) 
Other (2,389) 244 (2,145)

Infrastructure (2,641,858} (54,113) 4,278 (2,691,693}

Total Accumulated Deprecation (3,028,942) (95,250) 24,166 (3,100,026}

Total Capital Assets Being Depreciated, Net 1,459,168 72,287 (3,744} 1,527,711

Governmental Activities Capital Assets, Net $ 2, 121,724 $    431,788 $ (87,618) $ 2,465,894

 
*See note 2 for details on restatement. 

    

Infrastructure assets of the State Water Commission, with a carrying value of $30,516,290 are considered temporarily 
impaired at June 30, 2013. 

Balance  
July 1, 2012 Balance
Restated* Increases Decreases June 30, 2013
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Description 
Balance 

July 1, 2012 
 

Increases 
 

Decreases 
Balance 

June 30, 2013 
Business-Type Activities:  
Capital Assets Not Being Depreciated 

Land 
 
$ 19,064

 
$ 243

 
$ (565) 

 
$ 18,742

Construction in Progress 115,451 71,418 (53,099) 133,770

Total Capital Assets Not Being Depreciated 134,515 71,418 (53,099) 152,512

Capital Assets Being Depreciated:     
Buildings and Improvements 1,092,404 38,464 (60) 1,130,808

Equipment 441,865 30,909 (9,902) 462,872

Intangibles  
Software 39,060 1,430 (778) 39,712

Other 716 122 838

Infrastructure   176,840   17,459   (450)   193,849

Total Capital Assets Being Depreciated   1,750,885   88,384   (11,190)   1,828,079

Less Accumulated Depreciation for:  
Buildings and Improvements (463,682) (26,786) 570 (489,898)

Equipment (281,704) (27,061) 8,458 (300,307)

Intangibles  
Software (21,718) (3,125) 443 (24,400)

Other (106) (24) (130)

Infrastructure {83,775) {5,456) 217 {89,014)

Total Accumulated Deprecation {850,985) {62,452) 9,688 {903,749)

Total Capital Assets Being Depreciated, Net 899,900 25,932 {1,502) 924,330

Business-Type Activities Capital Assets, Net $ 1,034,415 $ 97,350 $ (54,601) $ 1,076,842

 

 
Balance 

July 1, 2012 Balance 
Description Restated Increases Decreases June 30, 2013 

Major Component Units: 

Capital Assets Not Being Depreciated 
 

Land $ 3,623 $ 19 $ - $ 3,642
Construction  in Progress 13,074 241 {13,074) 241

Total Capital Assets Not Being Depreciated 16,697 260 {13,074) 3,883

Capital Assets Being Depreciated: 

Buildings and Improvements 
 

163,254
 

20,826
 

(1,483) 
 

182,597

Equipment 39,838 5,752 (4,103) 41,487

Infrastructure   1,248   187    1,435

Total Capital Assets Being Depreciated 204,340 26,765 (5,586) 225,519

Less Accumulated Depreciation for:  
Buildings and Improvements 50,221 4,025 54,246

Equipment 16,788 3,415 (2,149) 18,054

Infrastructure   546   66    612

Total Accumulated Deprecation 67,555 7,506 (2,149) 72,912

Total Capital Assets Being Depreciated, Net 136,785 19,259 (3,437) 152,607

Major Component Unit Capital Assets, Net $ 153,482 $ 19,519 $ (16,511) $ 156,490
 

Beginning capital asset balances were adjusted for certain reclassifications. 
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Depreciation  expense  was  charged  to  functions/programs  of  the  primary  government  as  follows  (expressed  in 
thousands): 

Governmental  Activities: 
 

General  Government $ 8,031 
Education 1,286 
Health and Human Services 3,633 
Regulatory 258 
Public Safety & Corrections 10,381 
Agriculture and Commerce 923 
Natural Resources 10,147 
Transportation 47,705 
Total Governmental Activities Depreciation Expense $ 82,364 

 

Construction In Progress is composed of the following (expressed in thousands): 
 

Project Descri(!tion: 
 

Governmental  Activities 

 

 
Amount Authorized 

 
Amount Expended 

Through June 30, 2013 

 

 
Balance Authorized 

Information Technology Department $ 5,556 $ 374 $ 5,182
Office of Management and Budget 1,500 1,500 
Office of Attorney General 576 345 231
State Historical Society 51,700 34,248 17,452
Secretary of State 4,435 4,435 
Department of Human Services 131,295 63,401 67,894
Adjutant General 13,537 7,667 5,870
Department of Corrections 53,361 48,446 4,898
Job Service North Dakota 2,000 571 1,429
Department of Transportation 950,145 698,614 251,531
Highway Patrol 2,560 1,536 1,024
Game and Fish   191   122   69

Total Governmental Activities $ 1,216,856 $ 861,259 $ 355,580 
 

 
Amount Expended 

Business-Ty(:1e  Activities Amount Authorized Through June 30, 2013 Balance Authorized 
 

Mill and Elevator $ 7,935 $ 4,749 $ 3,186

University System   271,117   129,021   140,199

Total Business-Type Activities $ 279,052    $ 133,770     $ 143,385 
 

 
I.   OPERATING LEASES 

PAYMENTS ON OPERATING LEASES 

The State is obligated under certain leases accounted for as operating leases. Operating leases do not give rise to 
property rights or lease obligations, and therefore, the resulting expenditures are recognized as incurred. Lease 
expenditures for the year ended June 30, 2013, amounted to $13,103,692 for governmental activities and $11,726,083 
for business-type activities. 
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Future minimum rental payments required under operating leases that have initial or remaining non-cancelable lease 
terms in excess of one year as of June 30, 2013, for all fund types are as follows (expressed in thousands): 

 

Year Ending 
  June 30  

Governmental 
  Activities  

Business-type 
  Activities  

2014 $ 9,604 $ 8,930

2015 8,761 7,710

2016 3,425 6,037

2017 2,667 4,599

2018 2,383 3,241

2019-2023 8,737 3,058

2024-2028 2,834 726

2029-2033 726

2034-2038 
Total Minimum

    288

Lease Payments $ 38,411 $ 35,315 
====== 

 

J.   CAPITAL LEASES 

The State is obligated under certain leases accounted for as capital leases. In the government-wide and proprietary fund 
statements, capital assets and a corresponding liability are recorded at the inception of the lease. The liability is reduced 
by payments of principal, with a portion of the payment allocated to interest expense. For capital leases in governmental 
funds, other financing sources and expenditures are recorded at lease inception. Lease payments are recorded as debt 
service expenditures. 

 
The schedule below lists the future minimum lease payments under these capital leases and the present value of the net 
minimum lease payments at June 30, 2013 (expressed in thousands): 

 

 

Year Ending 
  June 30   

 

Governmental 
  Activities  

Business- 
type 

    Activities   

 Major 
Component 

  Units  
2014 $ 489 $ 8,172  $ 127
2015 391 7,536  126
2016 176 6,953  126
2017 73 6,704  126
2018 19 7,954  126

2019-2023 20,910  632
2024-2028 12,631  632
2029-2033 8,416  632
2034-2038 4,973  63
2039-2043 876   

Total Minimum Lease Payments 1,148 85,125 2,590
Less: Amount Representing Interest   (81)  (23,329}  (940}
Present Value of Future Minimum 

Lease Payments 
 
    $ 1,067  

 
    $ 61,796 

  
    $ 1,650

 

The historical costs of assets acquired under capital leases, and included as capital assets on the government-wide 
Statement of Net Position at June 30, 2013, is as follows (expressed in thousands): 

 
Business-  Major 

Governmental Type Component 
  Activities Activities Units   

Infrastructure $ $ 560 $ 
Buildings 69,566 1,979 

Equipment 2,722 29,907 

Less: Accumulated Depreciation (1,796} (28,598} (632} 
 

 

Total $ 926 $ 71,435 $ 1,347 
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K.   LONG-TERM DEBT 

Debt authorized is generally limited  by the state 
constitution. The Constitution of North Dakota provides 
that the State may issue or guarantee the payment of 
bonds, provided that all bonds in excess of $2 million 
are: (1) secured by first mortgage upon property and no 
further indebtedness may be incurred by the State 
unless evidenced by a bond issue; (2) authorized by law; 
(3) for a certain purpose; (4) provisioned to pay the 
interest semiannually; and (5) the principal is paid within 
30 years. Additionally, the law authorizing the bond issue 
must specifically appropriate the provisions to the 
payment of the principal and interest of the bond. 

 
BONDS AND NOTES PAYABLE 

Bonds payable at June 30, 2013, consisted of bonds 
issued by the State and are accounted for by the 
respective state agencies in the government-wide 
financial statements that issued the bonds. 

 
1.   REVENUE BONDS 

Current state statutes empower certain state agencies to 
issue bonds as part of their activities. This debt is not 
backed by the full faith and credit of the State of North 
Dakota. The principal and interest on such bonds shall 
be payable only from the applicable agency's program 
income. 

 
Primary Government 

Building Authority 
 

The 2005 Series A  Bonds, the 2006 Series A and B 
Bonds, and the 201O Series A and B and the 2012 
Series A bonds have interest payable semiannually on 
June 1 and December 1 of each year. The bonds of 
each series are subject to optional and/or extraordinary 
optional redemption prior to maturity upon the 
occurrence of certain events. The bonds are 
independently secured by the funds, certain mortgaged 
property, and all rights, titles, and interests of the 
Building Authority as lessor, including all basic rent 
payments, investment earnings on the funds and any 
other income derived by the Building Authority with 
respect to the lease. Total net revenue pledges for fiscal 
year 2013 were $8.4 million. For fiscal year 2013, 
principal and interest paid by the Authority on the bonds 
was $8.5 million. The total principal and interest 
remaining to be paid as of  June 30, 2013, is $80.4 
million payable through December 2024. 

 
All the bond agreements require the establishment and 
maintenance of reserve funds to be used for debt 
service payments if amounts in the bond funds are 
insufficient to make payments. Reserve funds are also 
required for any  positive arbitrage due to the federal 
government. 

Water Commission 

The Water Commission was granted authority to issue 
bonds to finance various flood control and pipeline 
projects throughout the state of North Dakota. 

 
Interest is payable semiannually on January 1 and July 1 
of each year for the Series 2000 A Term Bonds and 
Series 2007 B, and February 1 and August 1 for the 
Series 2000 A, 2005  A, 2005 B and 2007 B Serial 
Bonds. Interest is payable annually on July 1 of each 
year for all other series bonds. The bonds of each series 
are subject to optional and/or extraordinary optional 
redemption prior to maturity at the option of the Water 
Commission or the occurrence of certain events. All 
redemption prices are at par plus accrued interest. 

 
Total net revenue pledges for fiscal year 2013 were $9.8 
million. The total principal and interest remaining to be 
paid on the bonds is $114.9 million payable through July 
2048. For fiscal year 2013, principal and interest paid by 
the Commission on the bonds was $9.9 million. 

 
Department of Transportation 

 

The North Dakota Department of Transportation 
(NDDOT) is authorized pursuant to NDCC 24-02, to 
issue grant and revenue anticipation bonds for the 
purpose of financing certain qualified federal aid 
transportation projects. The Series 2005 Bonds are 
limited obligations of NDDOT, payable solely from 
federal transportation funds, pledged state highway 
funds and other moneys. The Series 2005 Bonds will not 
be deemed or construed as creating an indebtedness of 
the State within the meaning of the State Constitution or 
laws of the State concerning or limiting the creation of 
indebtedness of the State. The total principal and 
interest remaining to be  paid on the bonds is $37.2 
million payable through June 2017. For the current year 
principal and interest paid and total net pledged 
revenues before interest expense were $5.3 million and 
$5.3 million respectively. 

 
Interest on the Series 2005 Bonds is payable on June 1 
and December 1, of each year. Bonds maturing on or 
after June  1, 2016, are subject to redemption prior to 
maturity at the option of NDDOT, at any time on or after 
June 1, 2015, at a redemption price equal to 100% of the 
principal amount plus accrued interest. 

 
Information Technology Department 

 
The State financed the ConnectND project with revenue 
bonds. The total principal and interest remaining to be 
paid on the bonds is $1.6 million payable through June 
2014. For fiscal year 2013, revenue pledged and total 
principal and interest paid by ITD were $6.0 million and 
$0.78 million, respectively. 
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Student Loan Trust 

Interest is payable semiannually on June 1 and 
December 1 of each year. The 2004 Series A Bonds are 
variable rate bonds. The rate of interest is determined 
based on the lesser of either the one-month LIBOR plus 
.7% or Federal Home Loan Bank plus .7%. The 
maximum rate of interest is 12% per annum. Details of 
the terms and provisions of the variable rate bonds are 
outlined in Section 2.1 of the Fourth Supplemental 
Resolution to the State of North Dakota Student Loan 
Revenue Bonds First General Bond Resolution. Section 
2.2 of the Fourth Supplemental Resolution to the State 
of North Dakota  Student Loan Revenue Bonds First 
General Bond Resolution has deemed these to be 
Federally Taxable Bonds. The Series 2004 Bonds are 
subject to redemption prior to maturity at the option of 
the Commission from any source of funds, in whole or in 
part, on any date at a redemption price equal to 100% of 
the principal amount plus accrued interest to date of 
redemption. 

 
Interest is payable semiannually on June 1 and 
December 1 of each year. The Subordinate Series 2004 
Bonds are variable rate bonds and are Federally 
Taxable Bonds. The rate of interest is determined based 
on the lesser of either the one-month LIBOR plus .7% or 
Federal Home Loan Bank plus .7%. The maximum rate 
of interest is 12% per annum. Details of the terms and 
provisions of the variable rate bonds are outlined in 
Section 2.1 of the Fourth Supplemental Resolution to the 
State of  North Dakota Student Loan Revenue Bonds 
First General Bond Resolution. The Subordinate Series 
2004 Bonds are subject to redemption prior to maturity 
at the option of the commission from any source of 
funds, in whole or in part, on any date at a redemption 
price equal to 100% of the principal amount plus accrued 
interest to date of redemption. As of June 1, 2013, there 
are no Subordinate Series Bonds outstanding. 

 
The total principal and interest remaining to be paid on 
the outstanding bond is $1.1 million payable through 
June 2029. For fiscal year 2013, revenue pledged and 
total principal and interest paid by ITD were $318,000 
and $2.2 million, respectively 

 
Housing Finance 

Housing Finance Bonds were issued to provide financing 
to purchase mortgage loans to finance multifamily 
housing projects. The bonds are the direct obligation of 
the Housing Finance Agency and are secured by the 
mortgage loans purchased under the applicable 
resolutions; the revenues, prepayments, insurance and 
foreclosure proceeds received related to the mortgage 
loans; and certain funds and accounts established 
pursuant to the applicable bond resolution. The term 
bonds of all bond series have mandatory sinking fund 
requirements starting in 1998. 

Revenues Pledged - The agency has homeownership 
bonds outstanding in the amount of $695.9 million 
maturing at various times from January 1, 2014 through 
July 1, 2042. The bonds have been issued to provide 
financing to purchase mortgage loans. Annual principal 
and interest payments on the bonds are expected to 
require 98 percent of net revenues. Principal and interest 
paid for the current year and total customer net revenues 
were $238.6 million and $283.0 million , respectively. 
Bond principal was reduced through customer revenues 
and the refunding of older bonds with proceeds from 
new bond issues. 

 
Universitv Svstem 

 
Revenue bonds are limited obligations of the University 
System. The principal and interest on the bonds are 
payable generally from the net income of specific 
auxiliary activities, designated student fees, interest 
subsidies and debt service reserve funds. These 
revenues are generally pledged to the payment of bonds 
in accordance with the specific terms of the specific 
indenture. Net pledged revenues for fiscal year 2013 
were $63.5 million. Principal and interest paid for the 
current fiscal year were $14.9 million, with total 
remaining principal and interest of $361.1 million 
payable through June 2041. 

 
Major Component Units 

Public Finance Authority 

The bonds of the Public Finance Authority were issued 
to provide financing to purchase municipal securities in 
order to provide local political subdivisions with funds to 
finance local projects. The bonds are direct obligations 
of the Public Finance Authority and are secured by 
municipal securities purchased under the applicable 
resolutions, interest earnings and certain accounts 
established pursuant to the applicable bond resolutions. 
Net pledged revenues for fiscal year 2013 were $34.5 
million. Principal and interest paid for the current fiscal 
year were $67.59 million, with total remaining principal 
and interest of $317.2 million payable through June 
2041. 
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Revenue Bonds outstanding (expressed in thousands):   
 

Interest 

 
 

Balance
 Fund Tl'pe/Fund    Maturities    Rates     6/30/13  

Primary Government    
Governmental:  

Building Authority 2014-2031 1.50-6.25 $ 63,380
Water Commission 2014-2049 2.50-5.00 84,970

1
 
)

Department of Transportation 2014-2020 3.00-5.00 31,670
Information Technology Department 2014 4.00-5.25 737

 
Proprietary: 

Student Loan Trust 

 

 
2014-2029 

 

 
0.95 

 
1,000 

2
) 

Housing Finance: 
Homeownership 

 
2014-2043

 
0.35-5.75 695,918 

2
) 

University System:  
VCSU-Valley City 2014-2040 2.80-7.05 8,755
Williston State College 2014-2041 3.00-6.90 9,021
Lake Region State College 2014-2018 3.00-5.125 450
UNO-Grand Forks 2014-2036 0.75-5.0 65,695
NDSU-Fargo 2014-2040 1.5-6.50 98,270
NDSCS-Wahpeton 2014-2037 3.76-5.5 9,000
MiSU-Minot 2014-2041 0-6.60 13,905
MaSU-Mayville 2014-2030 1.55-6.63 5,108
SSC-Bismarck 2014-2033 2.00-5.35 10,580
NOUS - Univ. Sys. State Office 2014 4.28   1,804  

Total Revenue Bonds Payable- 
Primary Government $ 1,100,263 

 

 
Major Component Units 

Proprietary: 
 

Public Finance Authority 2014-2041 0.24-10.00 $ 236,395
University System Foundation 2014-2038 0.85-6.00   65,848  

Total Revenue  Bonds Payable- 
Major Component Units 

   
 $ 302,243  

 
 
 

1) Approximately $51 million of the Water Commission's bonds payable is not associated with fixed assets of the State. 
2) Entire amount of bonds payable are not associated with fixed assets of the State. 
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Debt service requirements to maturity on revenue bond issues for the fiscal years ending June 30 are summarized below 
(expressed in thousands): 

 

 
Primary Government: 

 

Governmental Activities Business-t}'pe  Activities 
 

   

Fiscal Year  Principal Interest Fiscal Year  Princii:>al Interest 

2014 $  17,276   $  7,698  2014 $  24, 118  $  36,643 
2015 16,423 7,021 2015 25,494 36,034
2016 17,116 6,331 2016 31,738 35, 171
2017 16,590 5,586 2017 33,542 33,990
2018 38,545 8,663 2018 33,576 32,737

2019-2023 157,770 144,332 
2024-2028 153,807 112,705 
2029-2033 175,045 77,768 
2034-2038 187,358 37,850 
2039-2043 90,731 6,534 

 

Bond Premium 6,327   (6,327)
Total $ 919,506  $ 547,437

 

Bond Premium   2,783     

 (2,783) Total $
 180,757   $   
50,030 

 
 
 
 

Major Component Units
 
  Fiscal Year  

 
 

  Principal  

 
 
  Interest   

2014 $ 18,786 $ 12,777
2015 17,860 11,244
2016 17,699 10,630
2017 22,080 9,955
2018 32,375 9,244

2019-2023 77,395 35,014
2024-2028 60,450 18,861
2029-2033 39,541 5,862
2034-2038 4,510 645
2039-2043 1,130 95

Bond Premium   10,417   (10,417)

Total  $ 302,243  $ 103,910

2019-2023 44,274 11,183
2024-2028 19,372 3,602
2029-2033 4,359 1,294
2034-2038 1,106 736
2039-2043 1,360 493
2044-2048 1,397 198
2049-2053 156 8
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2. NOTES PAYABLE 
 

The following is a schedule of notes payable outstanding at June 30, 2013 (expressed in thousands): 
 
 

 

 Fund Type/Fund  

 

  Maturities  
Interest 

  Rates   
Balance 

  6/30/13  
Primary Government    
Governmental: 

Department of Corrections 
 

2014-2015 
 

4.59 
 

$ 134
Department of Human Services 2014-2015 4.24 746
Department of Transportation 2014-2022 4.18 1,784
Office of Management and Budget 2014-2022 4.18 3,369
School for the Deaf 2014-2021 4.8408 179

 

Proprietary: 
 

Bank of North Dakota 2014-2025 2.20-7.35 405,338
University System 2014-2024 3.27-9.90 10,518

 

Major Component Units 

 
University System Foundation 2014-2032 0.25-6.86 15,538 

 
(1)  The Bank of North Dakota issued short-term debt to fund loans on a short-term basis. 

 
The Public Finance Authority has a note payable of $2,435,000 due to the Bank of North Dakota which is reported in the 
state's financial statements as a due to primary government. 

 
Debt service requirements to maturity for notes payable for the fiscal years ending June 30 are summarized below 
(expressed in thousands): 

 
 

Prima[y_  Government: 
 

Governmental Activities 

Fiscal Year 

 
 

Principal 

 
 

Interest 
  

Business-type Activities
 

2014 $ 1,210 $ 240 Fiscal Year Principal Interest

2015 590 200 2014 $ 3,679 $ 16,762

2016 521 179 2015 3,831 16,610

2017 564 157 2016 4,010 16,450

2018 609 133 2017 11,194 16,036

2019-2023 2,718 250 2018 4,390 15,697

2024-2028   2019-2023 377,813 33,611

2029-2033  2024-2028   10,939   1,294

Total  $ 6,212  $ 1,159  Total  $ 415,856  $ 116,460
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Major ComQonent Units  
Fiscal Year Principal Interest

2014 $ 4,137 $ 576 
2015 1,766 438

2016 2,554 355

2017 1,543 288

2018 4,510 176

2019-2023 1,028 26

2024-2028

2029-2033

Total   $ 15,538  $ 1,859   
 

Changes in General Long-Term Liabilities 
 

 

Changes  in  Long-Term  Liabilities  for  the  year  ended  June  30,  2013,  are  summarized  as  follows  (expressed  in 
thousands): 

 

  

Beginning 
 Balance  

 
 

     Additions  

 
 

     Reductions   

 

Ending 
  Balance  

Amounts 
Due Within 

    One Year  

Governmental Activities:      
Notes Payable $ 7,428 $ - $ (1,217) $ 6,211 $ 1,210
Bonds Payable 197,021 1,498 (17,762) 180,757 17,410
Capital Leases Payable 1,928 352 (1,212) 1,068 454
Intergovernmental Payable 7 (7)  
Compensated Absences 41,725 28,393 (26,594) 43,524 2,742
Claims/Judgments Payable 8,773 6,808 (5,693) 9,888 2,754
Net Pension & OPEB Obligation   1,022   2,692   (1,884)   1,830

Total Long-Term Liabilities $ 257,904 $ 39,738 $ (54,364) $ 243,278 $ 24,570
 

Business-Type Activities: 
     

Notes Payable $ 481,735 $ 53,000 $ (118,879) $ 415,856 $ 3,680
Bonds Payable 1,069,256 92,301 (242,051) 919,506 24, 118
Capital Leases Payable 73,211 3,156 (14,571) 61,796 5,497
Intergovernmental Payable 10,851 18,053 (18,603) 10,301 384
Compensated Absences 33,462 5,162 (2,688) 35,936 4,034
Dividends Payable 142,388 147,585 (127,973) 162,000 162,000
Claims/Judgments Payable   867,662   308,297   (215,012)   960,947   115,988

Total Long-Term Liabilities $   2,678,565 $ 627,554 $       (739,777)    $   2,566,342 $ 315,701 

 
Major Component Units: 

Notes Payable 
 

$ 11,999 $ 9,627 $ (6,088)
 

$ 15,538 $ 4,137
Bonds Payable 311,441 68,448 (77,646) 302,243 17,678
Capital Leases Payable 1,705 (55) 1,650 50
Intergovernmental Payable   770 23 (68)   725 88

Total Long-Term Liabilities   $ 325,915 $ 78,098    $ (83,857)    $ 320,156 $ 21,953

 
*Notes Payable, Bonds Payable and Capital Leases Payable includes $478,356, $27,020,000 and $29,266,716 
respectively, classified as Due to Component Units in the Statement of Net Position for the University System. Of the 
above amounts, $38,139, $1,335,000 and $1,588,521 are shown as current. 

 
Bonds payable reductions include amortization of premium and deferred bond refunding costs. 
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Internal service funds predominately serve the 
governmental funds. Accordingly, long-term liabilities for 
them are included as part of the above totals for 
governmental activities. At year end, $2, 166,065 of 
internal   service   fund   compensated   absences   and 
$7,380,888 of claims and judgments are included in the 
above amounts. Other governmental activities 
compensated absences generally have been liquidated 
by the General Fund ( 55%), the Highway Fund (12%), 
the Federal Fund (20%), and other various funds. Other 
governmental activities claims and judgments have all 
been liquidated by the Petroleum Release 
Compensation Fund. 

 

3. DEFEASED DEBT 

University   System 

University of North Dakota 

During fiscal year 2013, the University of North Dakota 
issued $17.36 million of Housing and Auxiliary Facilities 
Revenue Refunding Bonds (Series 2013) with an 
interest rates ranging from 2.0 to 5.0 percent. The bonds 
were used to call $17.6 million of outstanding Series 
2002 and 2004 Housing and Auxiliary Facilities Revenue 
Bonds. The University advance refunded the 2004 
bonds and current refunded the 2002 bonds to reduce its 
total debt service payments over the next 21 years by 
approximately $1.9 million and to obtain an economic 
gain (difference of the present values of the debt service 
payments on the old and new debt) of approximately 
$1.4 million. 

 
Component Units 

Public Finance Authority Bonds 

The Finance Authority issued $19,705,000 of revenue 
bonds (Series 2012A SRF Bonds) with an average 
interest rate of 4.52 percent on August 29, 2012. The net 
proceeds were deposited in an irrevocable trust with an 
escrow agent to provide for all the future debt service 
payments on the refunded bonds. The reacquisition 
price exceeded the net carrying amount of the old debt 
by $2,093,000. This amount is being netted against the 
new debt and amortized over the life of the refunded 
debt, which is the same as the life of the new debt 
issued. This refunding was undertaken to reduce total 
debt  service  payments  over  the  next  13  years  by 

$1,617,000   and   resulted   in  an   economic   gain   of 
$1,479,000. As of December 31, 2012, $20,685,000 of 
bonds outstanding is considered defeased and the 
liability has been removed from the balance sheet. 

 

The Finance Authority issued $17,900,000 of revenue 
bonds (Series 2012B SRF Bonds) with an average 
interest rate of 1.6 percent on August 29, 2012. The net 
proceeds were deposited in an irrevocable trust with an 
escrow agent to provide for all the future debt service 
payments on the refunded bonds. The reacquisition 
price exceeded the net carrying amount of the old debt 
by $2, 155,000. This amount is being netted against the 
new debt and amortized over the life of the refunded 
debt, which is the same  as the life of the new debt 
issued. This refunding was undertaken to reduce total 
debt  service   payments  over  the  next  9  years   by 
$1, 196,000  and   resulted   in  an   economic   gain   of 
$1,138,000. As of December 31, 2012, $16,250,000 of 
bonds outstanding is considered defeased and the 
liability has been removed from the balance sheet. 

 
L ARBITRAGE REBATE PAYABLE 

Arbitrage as it applies to government financing refers to 
the ability of state governments to obtain funds at a tax- 
exempt rate of interest and to then invest those funds in 
investments which earn a higher yield, resulting in a 
profit to the issuer. 

 
The arbitrage rebate rules require that any earnings from 
the investment of the tax-exempt bond proceeds which 
exceed the yield on the bonds be remitted to the federal 
government. 

 
The State has an arbitrage rebate payable to the federal 
government of approximately $222,000 at June 30, 
2013. These amounts are reported in the Government- 
wide and Proprietary Fund Type financial statements as 
an intergovernmental payable. 

 
NOTE 4 - NET POSITION 

 
The government-wide Statement of Net Position reports 
$3,786, 154,729  of  restricted  net  position,  of  which 
$824,923,736 is restricted by enabling legislation. 
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NOTE 5 - Major Purpose Presentation 
 

Fund Balances Classifications and Special Revenue by Purpose - The Governmental Accounting Standards Board, in 
Statement No. 54, requires presentation of governmental fund balances and special revenue fund revenues by specific 
purpose. In the basic financial statements, the fund balance classifications are presented in the aggregate. The tables 
presented below further display the fund balances by major purpose. 

 
 

Federal Special Revenue Fund by Source 
 

The Federal Special Revenue fund accounts for all the financial resources from the federal government. 

 
  Total   

 

Intergovernmental $ 1,377,791,289
Sales and Services 1,205,036
Royalties and Rents 3,183
Interest and Investment Income 11,687
Miscellaneous 2,250,985
Transfers In   3,750,270

Total Federal Special Revenue  $ 1,385,012,450

 
 
 
 
 

State Special Revenue Fund by Source 
 

The State Special Revenue fund is used for activities from state sources, which are restricted legally or committed for the 
particular costs of an agency or program. 

 

  Total   
 

Individual and Corporate Income Taxes $ 14,553,563
Sales and Use Taxes 326,097,555
Oil, Gas, and Coal Taxes 1,535,485,676
Business and Other Taxes 31,519,007
Licenses, Permits and Fees 174,311,358
Intergovernmental 45,065,327
Sales and Services 43,089,497
Royalties and Rents 358,117,397
Fines and Forfeits 17,570,273
Interest and Investment Income 232,318,563
Tobacco Settlement 31,344,429
Commodity Assessments 28,572,996
Miscellaneous 51, 179,195
Transfers In   33,975,600

Total State Special Revenue $ 2,923,200,436
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Governmental Fund Balance By Purpose 
 

Special Revenue  

Nonmajor 
Governmental 

 
Fund Balances: 

  General     Federal  State       Funds     Total   

 

Nonspendable 
Inventory 

 
$ 2,764,851

 
$ 8,888,882

 
$ 7,588,920

 
$ $ 19,242,653

Long - Term Receivables 251,201 252,201
Prepaid Expenditures 1,762,842 1,991,412 2,338,714 6,092,968
Legal Requirements 1,350,400,547 1,350,400,547
Permanent Trust Fund   65,183,169 65,183,169

Total Nonspendable  1,355,179,441 10,880,294 9,927,634  65,183,169 1,441, 170,538 

 
Restricted for: 

 

Education Programs 
Distribution to 
Common Schools 

 338,376,721 
 

2,569,918,694

 338,376,721
 

2,569,918,694
Health & Human Services 9,671,530 9,671,530
Judicial & Legal 155,611 155,611
Public Safety & Corrections 865,697 865,697
Agriculture & Commerce  6,214,196 6,214,196
Highway Projects 239,499,803 239,499,803
Transportation 17,214,691 17,214,691
Debt Services 16,767,264 16,767,264
Other   478,399, 147   2,165,000   480,564, 147

Total Restricted     3,660,316,090   18,932,264   3,679,248,354
 

Committed to: 
 

Tobacco  Prevention 46,694,033 46,694,033
Judicial & Legal 12,206,447 12,206,447
Public Safety & Corrections 77,075,079 3,121,925 80,197,004
Agriculture & Commerce 15,488,631 22,052,258 37,540,889
Transportation Programs 6,168,331 6,168,331
Property Tax Relief 341,790,000 341,790,000
Stabilization 
Strategic Investments & 

401,353,181   401,353, 181

Improvements 969,920,162 969,920,162
Other   4,354,315   140,395,969   11,923   144,762,207

Total Committed   840,061,206   1,200,559, 125   11,923   2,040,632,254
 

Assigned to: 
 

Education Programs 
Human Services 
Operations 

 1,620,976
 

34,175,023

 1,620,976
 

34,175,023
Judicial & Legal 8,156,970 8,156,970
Public Safety & Corrections 8,823,529 8,823,529
Agriculture & Commerce  1,047,623 1,047,623
Other   10,906,434      10,906,434

Total Assigned  64,730,555  64,730,555

Unassigned 2, 142,277,489 {6,075,964} 2, 136,201,525 
 

 

Total Fund Balances $ 4,337,518,136   $ 4,804,330   $ 4,935,533,404 $  84,127,356 $ 9,361,983,226 
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NOTE 6 - RETIREMENT SYSTEMS 
 

A.   DESCRIPTION OF PLANS 

The State of North Dakota administers four major 
retirement systems: North Dakota Public Employees' 
Retirement System, North Dakota Highway Patrolmen's 
Retirement System, Retirement Plan for the Employees 
of Job Service North Dakota and the Teachers' Fund for 
Retirement The State also administers the North Dakota 
Defined Contribution Retirement Plan, which was estab- 
lished January 1, 2000. These retirement systems have 
implemented Governmental Accounting Standards 
Boards Statements No. 25, Financial Reporting for 
Defined Benefit Pension Plans and Note Disclosures for 
Defined Contribution Plans, and Statement No. 27, 
Accounting for Pensions by State and Local 
Governmental Employers. Certain state employees may 
also participate in a privately administered retirement 
system: Teachers' Insurance Annuity Association. The 
following is a brief description of each plan. More 
detailed information can be found in the plan 
agreements and the related legislation. 

 
NORTH DAKOTA PUBLIC EMPLOYEES' 
RETIREMENT SYSTEM (PERS) 

The North Dakota Public Employees' Retirement System 
(PERS) is a cost-sharing multiple-employer defined 
benefit pension plan covering substantially all employees 
of the State of North Dakota, its agencies, and various 
participating political subdivisions (Main System). It also 
covers Supreme and district court judges, the National 
Guard Security Officers and Firefighters, and as of 
August 1, 2003, peace officers and correctional officers 
employed by political subdivisions. It is not subject to the 
provisions of the Employee Retirement Security Act of 
1974. PERS issues a publicly available financial report 
that may be obtained by writing to North Dakota Public 
Employees Retirement System, 400 East Broadway, 
Suite 505, Bismarck, North Dakota 58501. 

 
At June 30, 2013, the number of participating local 
political subdivisions in PERS was: 

 

Cities and Park Districts 83

Counties 49

School Districts 117

Other 73

Total Participating Local 
Political Subdivisions 

 
322

 
Death and disability benefits are set by statute. If an 
active employee dies with less than three years of 
service for the Main System and National Guard/Law 
Enforcement, or less than five years of service for 
Supreme and district court judges, a death benefit equal 
to the value of the employee's accumulated 
contributions, plus interest, is paid to the employee's 
beneficiary. If the employee has earned more than three 

years of service for the Main System and National 
Guard/Law Enforcement, the surviving spouse will be 
entitled to a single payment refund, life-time monthly 
payments in an amount equal to 50% of the employee's 
accrued normal retirement benefit, or monthly payments 
in an amount equal to the employees' accrued 100% 
joint and survivor retirement benefit if the member had 
reached normal retirement age prior to date of death. If 
the surviving spouse dies before the employee's 
accumulated pension benefits are paid, the balance will 
be payable to the surviving spouse's designated 
beneficiary. 

 
For judges only, the death benefit is changed to the 
greater of (i) lump sum payment of accumulated 
contributions, and (ii) 100% of the member's accrued 
benefit (not reduced on account of age), payable for the 
spouse's lifetime. 

 
Eligible employees who become totally disabled after a 
minimum of 180 days of service receive monthly 
disability benefits that are equal to 25% of their final 
average salary with a minimum benefit of $100. To 
qualify under this section, the employee has to become 
disabled during the period of eligible employment and 
apply for benefits within one year of termination. The 
definition for "disabled" is set by the Board in the North 
Dakota Administrative Code. 

 
For Judges only, the disability benefit formula is changed 
to 70% of final average salary minus social security and 
workers compensation benefits. 

 
Pension benefits are set by statute. The System has no 
provisions or policies with respect to automatic and ad 
hoc post-retirement benefit increases. Employees are 
entitled to unreduced monthly pension  benefits 
beginning when the sum of age and years of credited 
service equals or exceeds 85 or at normal retirement 
age (65), equal to 2.00% of their average monthly salary, 
using the highest 36 months out of the last 180 months 
of service, for each year of service. The plan permits 
early retirement at ages 55-64, with three or more years 
of service for the Main System and five or more years of 
service for the Supreme and district court judges. The 
monthly pension benefit for Supreme and district court 
judges at normal retirement age (65) or the rule of 85 is 
equal to a percentage of average monthly salary using 
the highest 36 consecutive months out of the last 180 
months of service. The percentage is equal to 3.5% of 
final average monthly salary multiplied by the first 10 
years of service, plus 2.80% of final average monthly 
salary times the second 10 years of service, plus 1.25% 
of final average monthly salary times years of service in 
excess of 20 years. The judicial retirement formula is 
only applied to eligible judicial service. Non-judicial 
service benefits are calculated using the 2.00% 
multiplier. The monthly pension benefit for National 
Guard at normal retirement age (55), and Law 
Enforcement, normal retirement age (55) or the rule of 
85, is equal to 2.00 percent of their average monthly 
salary, using the highest 36 months out of the last 180 
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months of service, for each year of service. The plan 
permits early retirement at  ages 50-55 with three or 
more years of service. 

 
Employees may elect to receive the pension benefits in 
the form of a single life, joint and survivor, level social 
security, term-certain annuity, or partial lump sum with 
ongoing annuity. (The level of social security option is no 
longer an option for retirements effective 7/1/2013 and 
thereafter). Employees may elect to receive the value of 
their accumulated contributions, plus interest, as a lump 
sum distribution upon retirement or termination, or they 
may elect to receive their benefits in the form of an 
annuity. For each member electing an annuity, total 
payment will not be less than the employee's 
accumulated contributions plus interest. 

 
The System is funded by employee contributions (set by 
statute). During the 1983-1985 biennium, the State 
implemented the employer pickup provision of the IRS 
code, whereby a portion or all of the required employee 
contributions are made by the employer. The State is 
paying 4% of the full employee contribution. Some of the 
political subdivisions are paying all or part of the 
employee contributions. Member contribution rates are 
established as a percent of covered compensation as 
follows: 

 

 Effective Effective Effective
1/1/2012 1/1/2013 1/1/2014

PERS 
Judges Retirement 

5.00% 6.00% 7.00%

System 6.00% 7.00% 8.00%
National Guard 

Retirement System 4.00% 4.00% 4.50% 
Law Enforcement with 

previous service 
State 

 
 
 

Employer contributions are established as a percent of 
covered compensation as follows: 

employer contributions equal to the employee's 
contributions to an eligible deferred compensation plan. 

 
The minimum member contribution is $25, and the 
maximum may not exceed certain parameters based 
upon years of service. 

 
The North Dakota Retirement Board was created by the 
State Legislature and is the governing authority of 
PERS. Benefit and contribution provisions are adminis- 
tered in accordance with chapter 54-52 of the North 
Dakota Century Code. 

 
NORTH DAKOTA HIGHWAY PATROLMEN'S 
RETIREMENT SYSTEM (NDHPRS) 

The North Dakota Highway Patrolmen's Retirement 
System is a single-employer defined benefit pension 
plan covering substantially all sworn officers of the 
Highway Patrol of the State of North Dakota. It is not 
subject to the provisions of the Employee Retirement 
Income Security Act of 1974. NDHPRS issues a publicly 
available financial report that may be obtained by writing 
to North Dakota Public Employees Retirement System, 
400 East Broadway, Suite 505, Bismarck, North Dakota 
58501. 

 
Death and disability benefits are set by statute. If an 
active employee dies with less than 10 years of credited 
service, a death benefit equal to the value of the 
employee's accumulated contributions, plus interest, is 
paid to the employee's beneficiary. If the employee has 
earned more than 10 years of credited service, the sur- 
viving spouse, if any, will be entitled to a single payment 
refund, life-time monthly payments in an amount equal to 
50 percent of the employee's accrued normal retirement 
benefit. If the surviving spouse dies before the 
employee's accumulated pension benefits are paid, the 
balance will be payable to any designated beneficiary. 

 
Eligible employees who become totally disabled after a 
minimum of 180 days service receive monthly disability 
benefits that are up to 70 percent of their final average 
salary, reduced by workers compensation with a mini- 

 

 Effective 
1/1/2012 

Effective
1/1/2013 

Effective mum benefit of $100. To qualify under this section, the
1/1/2014 employee  must  meet  the  criteria  established  by  the

PERS 5.12% 6.12%
Retirement Board for being considered totally disabled

7.12%
Judges  Retirement   

and apply for benefits within one year of termination.

System 
National Guard 

15.52% 16.52% 17.52%
Pension benefits are set by statute. The System has no

Retirement System 6.50% 6.50% 7.00% provisions or policies with respect to automatic and ad
Law Enforcement with hoc post-retirement benefit increases. Employees are

previous service entitled to unreduced pension benefits after a minimum
State 9.31% 10.31% 10.31% of 10 years of service upon attainment of age 55 or
Political subdivisions 8.81% 9.31% 9.81% when the sum of age and  years  of  credited service

Law Enforcement without 
previous service 6.93% 7.43% 7.93% equals or exceeds 80. The annual  pension benefit is

equal to a percentage of average monthly salary using

The required contributions are determined using an entry 
age normal actuarial funding method. 

 
Except  for  Supreme  and  district  court  judges,  the 
employees' account   balance   includes   the   vested 

the highest 36 months out of the last 180 months of 
service. The percentage is equal to the sum of the first 
25 years of service multiplied by 3.60% and 1.75% 
multiplied by years of service in excess of 25, if any. The 
plan permits early retirement at ages 50-54, with ten or 
more years of service. 

Political subdivisions 
5.00% 
4.50% 

6.00%
5.00%

6.00%
5.50%

Law Enforcement without 
previous service 4.50% 5.00% 5.50%
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Members may elect to receive the pension benefits in 
the form of a single life, joint and survivor, term-certain 
annuity, or partial lump sum with ongoing annuity. 
Members may elect to receive the value of their 
accumulated contributions, plus interest, as a lump sum 
distribution upon retirement or termination, or they may 
elect to receive their benefits in the form of an annuity. 
For each member electing an annuity, total payment will 
not be less than the members' accumulated 
contributions plus interest. 

 
The System is funded by employee contributions of 
11.30% (through December 31, 2012), 12.30% (effective 
January 1, 2013), and 13.3% (effective January 1, 2014) 
(of which the State is paying 4%) of total compensation 
and an employer contribution 17.70% (through 
December  31,  2012),  18.70%  (effective  January  1, 
2013), and 19.7% (effective January 1, 2014). The 
required contributions are determined using an entry age 
normal cost method. The North Dakota Retirement 
Board was created by the State Legislature and is the 
governing authority of NDHPRS. Benefit and contribution 
provisions are administered in accordance with chapter 
39-03 of the North Dakota Century Code. 

 
REFUNDS OF MEMBER CONTRIBUTIONS 

Upon termination, if an employee is not vested (is not 65 
or does not have three years of service for the Main 
System and National Guard/Law Enforcement, or five 
years of service for the Supreme and district court 
judges, credited for PERS, or is not 60 or does not have 
ten years of service credited for NDHPRS), they will 
receive the accumulated employee contributions plus 
interest. If an employee has vested, they have the option 
of applying for a refund or can remain as a terminated 
vested participant. If an employee of the PERS 
terminated and withdrew their accumulated employee 
contribution and is subsequently re-employed, they have 
the option of repurchasing their prior service. 

 
RETIREMENT PLAN FOR THE EMPLOYEES OF JOB 
SERVICE NORTH DAKOTA (JSND) 

The retirement plan for employees of Job Service North 
Dakota is a single-employer defined benefit public 
employee retirement plan administered by PERS. The 
plan is established under NDCC 52-11-01 with benefit 
provisions established through the plan document, as 
amended. This plan document, as amended, is 
authorized by the Plan Administrator, who is the 
Executive Director of the agency. JSND issues a publicly 
available financial report that may be obtained by writing 
to Job Service North Dakota, PO Box 5507, Bismarck, 
North Dakota 58506-5507. 

 
On August 1, 2003, the administrative authority and the 
net position of the Retirement Plan for Employees of Job 
Service North Dakota were transferred from the agency 
to the Public Employees Retirement System Board. This 
action was based on the passage of House Bill 1064 by 
the Fifty-eighth Legislative Assembly of North Dakota. 
The Retirement Plan for Employees of Job Service has 

an Actuarial Valuation Report produced annually. 
Requests to obtain or review this report should be 
addressed to the Executive Director, NDPERS, 400 East 
Broadway, Suite 505, Bismarck, North Dakota 58501. 

 
Participation in the plan is limited to employees 
participating in the plan as of September 30, 1980. 
Employees were vested in the program after the 
completion of five years of credited service. 

 
The plan provides retirement, disability and death 
benefits. If the death of a participant occurs prior to their 
annuity starting date, the surviving spouse who has been 
married at least two years prior to the participant's death 
or, if married less than two years is a parent of a child of 
this marriage, then the spouse shall receive monthly 
benefits. The amount is the greater of the benefit had the 
participant retired on the day before they died and 
elected the Contingent Annuitant Option with  55% of 
their retirement benefit continued to their spouse or 55% 
of the smaller of 40% of the deceased participant's 
average monthly earnings or the deceased participant's 
normal retirement benefit obtained by increasing their 
credited service by the period of time between their date 
of death, and the date they would have attained age 60. 
Upon remarriage of the surviving spouse before age 60, 
the death benefit will cease. 

 
If a participant becomes totally disabled, they will be 
eligible for a monthly disability benefit which shall be 
equal to the greater of 40% of the participant's average 
annual earnings or the accrued benefit determined as of 
their date of disability. 

 
Benefits are established through the plan document, as 
amended. The System provides a post-retirement cost- 
of living adjustment each year based on the Consumer 
Price Index. Employees are entitled to annual pension 
benefits beginning at normal retirement age (65). 
Employees may elect optional retirement eligibility at age 
62 with 5 years of credited service, at age 60 with 20 
years of credited service, or at age 55 with 30 years of 
credited service. Pension benefits are calculated based 
on the final average earnings (basic monthly earnings 
averaged over the highest three consecutive years of 
basic earnings) of the employee multiplied by the sum 
of: 

• 1.5% times years of credited service up to 5 plus; 
• 1.75% times years of credited service between 6 

and 10 plus; 
• 2.0% times years of credited service in excess of 

10. 
 

The System is funded by employee contributions of 7% 
of retirement wages (of which 4% is paid by the 
employer in lieu of salary increases). The required 
employer contributions are determined using the 
aggregate cost method. Benefit and contribution 
provisions of the JSND are administered in accordance 
with chapter 52-11 of the North Dakota Century Code. 
Effective July 1, 1999, the "scheduled contribution" will 
be zero as long as the Plan's actuarial value of assets 
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exceeds the actuarial present value of projected 
benefits. The "scheduled contribution" and amortization 
will be determined when the plan is not in surplus and 
will be based on a funding policy adopted by the 
employer. 

 
TEACHERS' FUND FOR RETIREMENT (TFFR) 

The North Dakota Teachers' Fund for Retirement is a 
cost-sharing multiple-employer defined benefit pension 
plan covering employees for all public and certain 
college, State and non-public teachers of the State who 
meet certain requirements of age, period of productive 
service and employment. TFFR  provides for pension, 
survivor and disability benefits. Teachers' Fund for 
Retirement issues a publicly available financial report 
that may be obtained by writing to the Retirement and 
Investment Office, 1930 Burnt Boat Drive, Bismarck, 
North Dakota 58503. 

 
At June 30, 2013, the number of participating employer 
units in TFFR was: 

 
Number 

level income with Social Security benefits. Members may 
also qualify for benefits calculated under other formulas. 

 
Tier 2 - A  member is entitled to receive full benefits 
when five or more years of credited service as a teacher 
in North Dakota have accumulated, the member is no 
longer employed as a teacher and has reached age 65, 
or the sum of age and years of service credit equals or 
exceeds 90. TFFR permits early retirement from ages 55 
to 64, with benefits actuarially reduced by 6% per year 
for every year the member's retirement age is less than 
65 years or the date as of which age plus service equal 
90. In either case, benefits may not exceed the 
maximum benefits specified in Section 415 of the 
Internal Revenue Code. 

 
Pension benefits paid by TFFR are determined by 
NDCC Section 15-39.1-10. Monthly benefits under TFFR 
are equal to the five highest annual salaries earned 
divided by 60 months and multiplied by 2.00% times the 
number of service credits earned. Retirees may elect 
payment of benefits in the form of a single life annuity, 
100% or 50% joint and survivor annuity, ten or twenty- 
year term certain annuity,  partial lump-sum  option or 

Special Education Units 
Vocational Education Units 
Public School Districts 
County  Superintendents 
Other 

Total 

19 
5 

179 
7 

10 
 

  220   

level income with Social Security benefits. Members may 
also qualify for benefits calculated under other formulas. 

 
Survivor benefits may be paid to a member's designated 
beneficiary. If a member's death occurs before retire- 
ment, the benefit options available are determined by the 
member's vesting status prior to death. If a member's 
death occurs after retirement, the death benefit received 

Effective July 1, 2008, for purposes of determining 
pension benefits, members are classified as those 
employed before July 1, 2008, who have not taken a 
refund (Tier 1), and those employed after July 1, 2008 
(Tier 2). (Note: Legislation approved in 2011 will modify 
pension eligibility requirements for certain non- 
grandfathered Tier 1 member and Tier 2 members 
effective July 1, 2013.) 

 
Tier 1 - A member is entitled to receive full benefits 
when three or more years of credited service as a 
teacher in North Dakota have accumulated, the member 
is no longer employed as a teacher and has reached 
age 65, or the sum of age and years of service equals or 
exceeds 85. TFFR permits early retirement from ages 55 
to 64, with benefits actuarially reduced by 6% per year 
for every year the member's retirement age is less than 
65 years or the date as of which age plus service equal 
85. In either case, benefits may not exceed the 
maximum benefits specified in Section 415 of the 
Internal Revenue Code. 

 
Pension benefits paid by TFFR are determined by 
NDCC Section 15-39.1-10. Monthly benefits under TFFR 
are equal to the three highest annual salaries earned 
divided by 36 months and multiplied by 2.00% times the 
number of service credits earned. Retirees may elect 
payment of benefits in the form of a single life annuity, 
100% or 50% joint and survivor annuity, ten or twenty- 
year term certain annuity,  partial lump-sum option or 

by the beneficiary (if any) is based on the retirement plan 
the member selected at retirement. 

 
An active member is eligible to receive disability benefits 
when: (a) a total disability lasting twelve months or more 
does not allow the continuation of teaching, (b) the 
member has accumulated one year of credited service in 
North Dakota, and (c) the Board of Trustees of TFFR 
has determined eligibility based upon medical evidence. 
The amount of the disability benefit is computed by the 
retirement formula in NDCC 15-39.1-10 without consid- 
eration of age and assuming the member has a 
minimum of 20 years of credited service. There is no 
actuarial reduction for reason of disability retirement. 
(Note: Legislation approved in 2011 will modify disability 
eligibility requirements and benefit calculations effective 
July 1, 2013.) 

 
Assessments and contributions paid to TFFR are set by 
NDCC 15-39.1-09. Every eligible teacher in the state of 
North Dakota is required to be a member of TFFR and is 
assessed at a rate of 9.75% of salary  as defined by 
NDCC 15-39.1-04. Every governmental body employing 
a teacher must also pay into TFFR a sum equal to 
10.75% of the teacher's salary. Member contributions 
will increase to 11.75% on July 1, 2014 and 12.75% on 
July 1, 2014. Member and employer contributions will be 
reduced to 7.75% each when the fund reaches 100% 
funded ratio on an actuarial basis. 
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A vested member who terminates covered employment 
may elect a refund of assessments paid plus 6% or defer 
payment until eligible for pension benefits. A nonvested 
member who terminates covered employment must 
claim  a  refund  of  contributions   paid  before  70Y2. 

Refunded members forfeit all service credits under 
TFFR. These service credits may be repurchased upon 
return to covered employment under certain 
circumstances, as defined by the NDCC. 

 
The following table summarizes membership information 
by plan at the actuarial valuation date: 

 
 
 

 

Retirees and Beneficiaries 
  PERS      NDHPRS    JSND   TFFR 

Currently Receiving Benefits: 8,721 116 213 7,489 
Special Prior Service Retirees: 9    

Terminated Employees:     

Vested 4,258 9 3 1,500 
Nonvested   3,505    6     563 

Total Terminated Employees 7,763 15 3 2,063 

Active Employees:     
Vested 15,718 71 15 7,465 
Nonvested   5,870    78     2,673 

Total Active Employees 21,588 149 15 10,138 

Date of Annual Valuation July 1, 2013 July 1, 2013 July 1, 2013 July 1, 2013

The above table includes retirees and beneficiaries currently receiving benefits and terminated employees entitled to 
benefits, but not yet receiving them. 

 
 

B.   SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES AND PLAN ASSET MATTERS 

BASIS OF ACCOUNTING 
 

The public employee retirement systems described 
above are considered part of the State of North Dakota's 
reporting entity and are included in the State's financial 
statements as pension trust funds. The financial 
statements of these systems are prepared using the 
accrual basis of accounting. Employee contributions are 
recognized as revenues in the period in which they are 
due. Employer contributions are recognized when due 
and the employer has made a formal  commitment  to 
provide the contribution. Benefits and refunds are 
recognized when due and payable in accordance with 
the terms of the plans. 

 
METHOD USED TO DETERMINE EMPLOYER 
CONTRIBUTIONS 

Employer contributions for the PERS and NDHPRS were 
determined by an actuarial formula identified as entry 
age normal cost method. The formula determines the 
amount of contributions necessary to fund: (a) the 
current service cost, which represents the estimated 
amount   necessary  to   pay  for   benefits  earned   by 

 
employees during the current service year and, (b) the 
prior service cost, which represents the amount 
necessary to pay for benefits earned  prior to the 
effective date of the plan. 

 
METHOD USED TO VALUE INVESTMENTS 

 

Investments are recorded at fair value determined by 
reference to published market data for publicly traded 
securities and through the use of independent valuation 
services and appraisals for other investments. The net 
increase in fair value of investments consists of the 
realized gains or losses and the unrealized increase or 
decrease in fair value of investments during the year. 
Realized gains and losses on sales of investments are 
computed based on the difference between the sales 
price and the original cost of the investment. Unrealized 
increases or decreases are computed based on changes 
in the fair value of investments between years. Security 
transactions are accounted for on a trade date basis. 
Interest income is recognized when earned. Dividend 
income is recorded on the ex-dividend date. 

 
Investments of PERS and NDHPRS are commingled 
and invested. Earnings on the investments and 
expenses   relating   to   administering   the   plans   are 



103 

STATE OF NORTH DAKOTA 
 

 
 

allocated to each plan based upon their percentage of 
ownership or number of participants. 

 
C. FUNDING STATUS AND PROGRESS 

The actuarial methods and assumptions together with 
the schedule of funding progress is presented by the 
retirement systems in their separately presented finan- 
cial reports based upon the actuary reports generated by 
the studies conducted by the Segal Company and 
Gabriel,  Roeder,  Smith  and  Company.  The  actuarial 

value of assets is based on a five-year smoothed fair 
value basis. Under this method, realized and unrealized 
gains and losses on investments are smoothed over five 
years. Below is listed the various actuarial methods and 
significant assumptions used to determine the annual 
required contributions, together with the schedule of 
funding progress. 

 
 
 

 
 PERS 

  NDHPRS  
 

  JSND   
 

  TFFR  
Valuation Date 
Actuarial Cost Method 

July 1, 20131
 

Entry Age Normal 
July 1, 2013 

Aggregate Cost2 
July 1, 2012 

Entry Age Norma3 
Amortization Method Level Percent Level Dollar Closed Level Percentage

 Open of Payroll
Remaining Amortization Period 20 years 15 years 30 years0

Asset Valuation Method 5-year 5-year 5-year

 smoothed market smoothed market smoothed market5

Actuarial  Assumptions:   
Investment rate of return 8.0% 8.0% 8.0%
Projected salary increase 4.5%* 5.0% 4.5% to 14.75%
Includes inflation at 3.5% 5.0% 3.0%

Post retirement cost-of-living   
adjustment None 5.0% None

1 Inflation together with wage increases attributable to seniority, merit and "standard of living" increases. For judges, 
the assumed salary increase is 5.0% per year for all years of service. 

 
2 As of July 1, 2013, the actuarial value of assets exceeds the present value of projected benefits; therefore, the 

unfunded actuarial accrued liability is currently zero. The aggregate cost method does not identify or separately 
amortize unfunded liabilities, therefore, information about funded status and funding progress is presented using the 
entry age actuarial cost method and information presented is intended to serve as a surrogate for the funded status 
and funding progress of the plan. 

 
3 Effective July 1, 2013, the entry age normal method shall be applied to the projected benefits in determining the 

Normal Cost and the Actuarial Accrued Liability. The Normal cost shall be determined as a level percentage of pay 
on an individual basis for each active member based on the benefit provisions applicable to that member. 

4 The ARC is defined as the contribution rate required to pay the employer normal cost and to amortize the unfunded 
actuarial accrued liability over a 30-year open period as a level percentage of payroll, but not less than the statutory 
contribution rate. Effective July 1, 2013 the unfunded actuarial accrued liability shall be amortized over a "closed" 30- 
year period. 

 
5 Effective July 1, 2013, the investment gains or losses of each valuation period, as a result of comparing the actual 

market return to the expected market return, shall be recognized in level amounts over 5 years in calculating the 
Actuarial Value of Assets. Deferred investment gains or losses cannot exceed a corridor of 20% of the Market Value 
of Assets (i.e., the Actuarial Value of Assets cannot be more than 120%, nor less than 80%, of the Market Value of 
Assets as of any valuation date). 
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Schedule Of Funding Progress 
(Dollars In Millions) 

 

  
 

Actuarial 
Value Of 

 
 

Actuarial 
Accrued

Unfunded 
Actuarial 
Accrued 
Liability

  
 
 
 

Annual 

 

UAAL (Funded 
Excess) As A 
Percentage

Actuarial Valuation Plan Liability (UAAL) Funded Covered Of Annual
Date   Assets   (AAL)  (Funded Excess)   Ratio  Payroll Covered Payroll

PERS    
July 1, 2008 $ 1,609.8 $ 1,737.6 $ 127.8 92.6% $ 640.7 19.9%

July 1, 2009 1,617.1 1,901.2 284.1 85.1% 697.7 40.7%

July 1, 2010 1,621.7 2,208.4 586.7 73.4% 769.7 76.2%

July 1, 2011 1,650.4 2,339.8 689.4 70.5% 804.2 85.7%

July 1, 2012 1,627.4 2,501.3 873.9 65.1% 800.9 109.1%

July 1, 2013 1,683.0 2,716.5 1,033.5 62.0% 888.5 116.3%

 

NDHPRS       

July 1, 2008 $ 50.8 $ 54.6 $ 3.8 93.0% $ 6.5 58.5%

July 1, 2009 50.2 57.6 7.4 87.2% 7.0 105.0%

July 1, 2010 49.3 61.8 12.5 79.8% 7.7 161.0%

July 1, 2011 49.5 67.1 17.6 73.7% 8.0 220.0%

July 1, 2012 48.1 68.4 20.3 70.3% 8.2 247.6%

July 1, 2013 49.0 71.9 22.9 68.2% 9.3 246.2%

 

JSND       

July 1, 2008 $ 77.0 $ 70.8 $ (6.2) 108.8% $ 1.8 0.0%

July 1, 2009 74.5 71.1 (3.4) 104.7% 1.7 0.0%

July 1, 2010 73.5 70.1 (3.4) 104.8% 1.6 0.0%

July 1, 2011 74.1 67.4 (6.7) 110.0% 1.2 0.0%

July 1, 2012 75.1 71.4 (3.7) 105.2% 1.0 0.0%

July 1, 2013 76.3 66.0 (10.3) 115.6% 0.8 0.0%

 

TFFR       

July 1, 2008 $ 1,909.5 $ 2,330.6 $ 421.1 81.9% $ 417.7 100.8%

July 1, 2009 1,900.3 2,445.9 545.6 77.7% 440.0 124.0%

July 1, 2010 1,842.0 2,637.2 795.2 69.8% 465.0 171.0%

July 1, 2011 1,822.6 2,749.8 927.2 66.3% 488.8 189.7%

July 1, 2012 1,748.1 2,871.9 1,123.8 60.9% 505.3 222.4%

July 1, 2013 1,762.3 2,997.1 1,234.8 58.8% 526.7 234.4%

 
D. CONTRIBUTIONS  REQUIRED AND  CONTRIBUTIONS  MADE 

Employer contribution rates for PERS and NDHPRS are set by state statute using the entry age normal actuarial cost 
method. This method produces an employer contribution rate consisting of (1) an amount for normal cost, (2) an amount 
for amortization of the unfunded accrued liability over a period of 20 years for PERS and NDHPRS, and (3) the amount 
necessary to provide for operating expenses. Contribution rates for the Job Service Retirement Plan are established in 
the plan document, as amended, actuarially determined using the aggregate cost method. 

 
In 2011, the Legislative Assembly passed an increase in the employee and employer contribution rates for the PERS, 
Judges, Law Enforcement, Highway Patrol and Defined Contribution plans.  Effective January 2012, the employee 
contribution rate will be increased by 1% and the employer contribution rate will be increased by 1%. Effective January 
2013, both the employee and employer contribution rates will be increased by an additional 1%. Effective January 2014, 
both    the    employee     and    employer     contribution     rates    will     be    increased     by    an    additional     1%. 
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The contribution rate is not actuarially determined for TFFR; it is set by statutory law under the North Dakota Century 
Code 15-39.1-09. It is required that every eligible teacher be a member of the Fund and assessed at a rate of 9.75 
percent of gross salary and that every governmental body employing a teacher pay into the plan a sum equal to 10.75 
percent of the teacher's salary. On July 1, 2014, member contributions will increase to 11.75 percent and employer 
contributions will increase to 12.75 percent. Member and employer contributions will be reduced to 7.75 percent each 
when the fund reaches 100% funded ratio on an actuarial basis. 

 
The following schedule presents, by retirement system, annual required contributions and the percentage contributed: 

 
 
 
 
 
 

PERS 

Schedule of Employer Contributions 

Annual 
Required Percentage 

   Contribution  Contributed 

2010 $ 82,909,840 39.0% 

2011 91,458,077 42.0% 

2012 97,984,640 50.0% 

 
TFFR 

2011 $ 65,112,696 68.4% 

2012 69,373,794 66.5% 

2013 52,396,153 113.3% 
 

For NDHPRS and JSND, sole employer plans, the following schedule represents the annual pension costs and net 
pension obligations for the year ended June 30, 2013: 

 
 

Annual required contributions 
  NDHPRS   
$ 2,191,076 

  JSND  
$ 

Interest on net pension obligations 37,959 (121,794)
Adjustment to annual required contributions {33, 115) 127,906

Annual pension costs 2,195,920 6,112
Contributions made   1,586,186   
Increase in net pension obligations 609,734 6,112
Net pension obligations, beginning of year 474,490 (1,623,923}

(Assets in excess of) net pension obligations, end of year $ 1,084,224 $ (1,617,811}
 

The following schedule presents the annual pension costs, the percentages contributed, and the net pension obligations: 
 

 
 
 

NDHPRS 
2011 

2012 

2013 

Annual Percentage Net 
Pension of APC Pension 

    Costs {APC} Contributed Obligations 

 
$ 1,744,270 74% $ (270,334) 

2,170,736 66% 474,490 

2,191,076 72% 1,084,224 
 

JSND 

2011 

2012 

2013 

 

$ 6,159 

6,135 

6,112 

 

0% $   (1, 630,058) 

0% (1, 623,923) 

0% (1,617,811) 
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E.  DEFINED CONTRIBUTION PLAN 

The North Dakota Defined Contribution Retirement Plan 
was established on January 1, 2000, and is administered 
in accordance with chapter 54-52.6 of the North Dakota 
Century Code. The Defined Contribution Plan covers 
state employees who are in positions not classified by 
the central personnel division of the State. Employees of 
the judicial branch or the Board of Higher Education and 
state institutions under the jurisdiction of the Board of 
Higher Education are not eligible to participate in the 
Defined Contribution Plan. (Effective October 1, 2013, 
eligibility is expanded to include all state employees 
hired on or after October 1, 2013 through July 31, 2017, 
with the exception of employees eligible for the Highway 
Patrol Retirement System, Teachers Fund for 
Retirement or the alternative retirement plan of the 
Board of Higher Education.) The Defined Contribution 
Plan had 274 participants as of June 30, 2013. 

 
Upon the death of a participating employee or former 
participating employee, the vested account balance of 
that deceased participant is available to the participant's 
designated beneficiary(ies). An employee who becomes 

options within the available categories of investment as 
established by the Board. 

 
F.  TEACHERS' INSURANCE ANNUITY 

ASSOC/A TION 

The Teachers' Insurance and Annuity Association (TIAA- 
CREF), a privately-administered defined contribution 
retirement plan, provides individual retirement fund con- 
tracts for eligible employees as defined by the Board of 
Higher Education in its approved TIAA-CREF retirement 
resolution. All benefits vest immediately to the 
participant. Further information can be obtained by 
writing to TIAA-CREF, Denver Regional Office, 1700 
Broadway, Suite 770, Denver, Colorado 80290 or by 
calling  800-842-2009. 

 
Employees are eligible for retirement benefits after 
attaining the age of 65, which is payable periodically for 
life. All benefits vest immediately to the participant. The 
plan requires employee and employer contributions be 
based on a classification system and years of service 
based on the schedule shown below. 

totally and permanently disabled while employed by the Employment Years Of By The By The 

State is eligible to receive a distribution of the vested 
account balance. To qualify under this section, the 
employee must meet the criteria established by the 
System for being totally disabled. 

class service Participant Institution Total 

 

Employees are entitled to their vested account balance. 
A participating employee is immediately 100% vested in 
the employee's contributions. A participating employee 
vests in the employer contributions made on the 
employee's behalf as follows: 

 
Upon completion of two years of service 50% 
Upon completion of three years of service 75% 
Upon completion of four years of service    100% 

 
Employees may elect to receive their account balance in 
a lump sum, lump sum direct rollover, or periodic 
distribution. 

 
Contributions are set by state statute  and are a 
percentage of salaries and wages. Employee 
contributions are established at 5%  (6% effective 
January 1, 2013), and 7% (effective January 1, 2014), 
and employer contributions are established at 5.12% 
(6.12% effective January  1, 2013 and 7.12% effective 
January 1, 2014) of regular  compensation. Employer 
and   employee   contributions   totaled   $906,296   and 
$886,855 respectively, for the fiscal year ended June 30, 
2013. 

 
The Board, or vendors contracted by the Board, has 
exclusive authority to invest and manage the assets of 
the Defined Contribution Retirement Plan. State statute 
allows each participating employee to direct the 
investment of the individual's employer and employee 
contributions and earnings to one or more investment 

 
 
 
 
 
 
 
 
 
 

*A final contribution is made in the year the president 
terminates employment equal to the difference between 
total contributions made and the president's final annual 
salary in year of termination of employment. 

 
Plan contributions are made on a tax-deferred basis in 
accordance with section 414(h)(2) of the Internal 
Revenue Code. All contributions are applied as 
premiums to retirement annuity contracts owned by the 
participant. The State has no further liability once annual 
contributions    are    made.    The    State    contributed 
$35,644,345 to TIAA-CREF during the fiscal year ending 
June 30, 2013. 

 

NOTE 7 - POST-RETIREMENT BENEFITS 
 

The Retiree Health Insurance Credit Fund, a cost- 
sharing multiple-employer plan, is administered by the 
North Dakota Retirement Board (the Board) to provide 
members receiving retirement benefits from the Public 
Employees Retirement System (which includes judges 
retired    under    NDCC   27-17),    and   the    Highway 

 
I O thru 10 

over 10

3.50% 

4.00% 
11.50% 

12.00%

1500%

16.00%
 
 

II 
0 thru 2 2.50% 6.50% 9.00%

3 thru 10 3.50% 11.50% 15.00%

over 10 4.00% 12.00% 16.00%
 

President/
0 thru 12 0.00% 8.33%* 8.33%*

Chancellor or

(additional less than 3 0.00% 0.00% 0.00%
employer

contribution) 3 to less than 6 0.00% 4.00% 4.00%

6 yrs and over 0.00% 8.00% 8.00%
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Patrolmen's Retirement System a credit toward  their 
monthly health insurance premium under the state 
health plan based upon the member's years of credited 
service. The Retiree Health Insurance Credit Fund is 
advance-funded on an actuarially determined basis. 

 
The employer contribution for the Public Employees 
Retirement System, the Highway Patrolmen's 
Retirement System, and the Defined Contribution 
Retirement Plan is set by state statute on an actuarially 
determined basis at 1.14 percent of covered 
compensation. The employer contribution for employees 
of the State Board of Career and Technical Education is 
2.99 percent of covered compensation beginning in the 
month following the transfer under NDCC 54-52-02.14 
and continuing thereafter for a period of eight years. 
Employees participating in the retirement plan as part- 
time/temporary members are required to contribute 1.14 
percent of their covered compensation to the  Retiree 
Health Insurance Credit  Fund. Employees purchasing 
previous service credit are also required to make an 
employee contribution to the Fund. The benefit amount 
applied each year is shown as "prefunded credit applied" 
on the Statement of Changes in Plan Net Position for the 
pension trust funds. 

 
Retiree health benefits are set by state statute. There 
are no provisions or policies with respect to automatic 
and ad hoc post-retirement benefit increases. 
Employees who are receiving monthly retirement 
benefits from the Public Employees Retirement System 
(which includes judges retired under NDCC 27-17), the 
Highway Patrolmen's Retirement System, or the Defined 
Contribution Retirement Plan, are eligible to receive 
credit toward their  monthly health insurance premium 
under the state health plan. The benefits are equal to 
$5.00 for each of the employee's years of credited 
service not to exceed the premium in effect for selected 
coverage. The retiree health benefit is also available for 
early        retirement        with        reduced        benefits. 

 
 

Net effect of changes in actuarial assumptions 
Changes in plan provisions 
Changes in plan experience during the year 

 
 
 

 
Employer contributions totaling $9,959,603, $9,388,040 
and $8,929,903 were made for the years ended June 30, 
2013, 2012 and 2011. The actuarially required employer 
contribution of $7,410,911, $7,263,487 and $7,053,215 
for the years ended June 30, 2013, 2012 and 2011 is 
0.81 percent, 0.88 percent and 0.85 percent of the 
covered payroll and reflects the fact that the statutory 
rate of one percent is sufficient to cover future costs of 
the Fund. At June 30, 2013, the cost of benefits incurred 
for the fund was $6,000,703. 

Death and disability benefits are set by state statute. An 
employee receiving disability benefits, or the spouse of a 
deceased annuitant receiving a surviving spouse benefit, 
are eligible to receive a credit toward their monthly 
health insurance premium under the state health plan. 
The benefits are equal to $5.00 for each of the 
employee's or deceased employee's years of credited 
service, not to exceed the premium in effect for selected 
coverage. 

 
Actuarial valuations of the Fund were done as of June 
30, 2013. The actuarial cost method used is the 
Projected Unit Actuarial Credit Cost Method. The 
significant actuarial assumptions used to determine 
funding requirements are (a) a rate of return on the 
investment of present and future assets of 8.0 percent, 
(b) inflation at 3.50 percent per annum, (c) pre- and post- 
mortality life expectancies of participants based upon 
RP-2000 Combined Healthy Mortality, (d) rates of 
withdrawal from active service before retirement for 
reasons other than death, rates of disability, and 
expected retirement ages  developed on the basis of 
actual plan experience, and (e) administrative expenses 
of $97,000 per year. Plan assets are valued, for actuarial 
purposes, using a five-year smoothed market method. 

 
The following are the changes in actuarial assumptions, 
asset method and plan experience and the effect on the 
employee's contribution rates expressed as a percent of 
covered payroll, and the dollar effect on the actuarial 
accrued liability: 

 
 
 
 
 
 
 
 
 

As a Percentage 
   of Covered Payroll              Dollar Effect        

0.00% $ 
0.00% 

  0.13% {1, 188,679)   
  0.13%         $        {1, 188,679) 

 
 
 

According to the Projected Unit Credit Cost Method, the 
actuarial accrued liability and  the unfunded actuarial 
accrued liability of the Retiree Health Insurance Credit 
Fund are as follows: 
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Schedule Of Funding Progress 
(Dollars In Millions) 

Actuarial 
Accrued 

Actuarial Liabilities Unfunded Ratio of 
Actuarial Valuation Value Of ML-Entry  Value of Assets to Covered 

Date Assets  Age Assets {UAA}  AAL Pay:roll 

June 30, 2011 $ 53.7  $ 108.3  $ 54.6 49.6% $ 828.9 

June 30, 2012 58.3 112.4 54.1 51.9% 824.9 

June 30, 2013 66.0 114.1 48.1 57.8% 914.4 

 

UAA As A 
Percentage 
Of Covered 

  Payroll   

6.6% 

6.6% 

5.3% 
 
 
 

Employee membership is as follows: 
 

Retirees receiving benefit 4,635
Active participants 21,955

Total Membership   26,590
 

The fair value of the net position available for benefits at 
June 30, 2013, is $75,556,001. 

 
Another component of the Retiree Health Insurance 
Credit Fund provides health care coverage to eligible 
retires who are not eligible for Medicare. The premiums 
for this coverage are set under NDCC 54-52.1-02 as a 
percent of the active member single and family plan 
rates and are paid by the retiree. The premiums for this 
coverage are not age-rated. Currently, the premiums for 
their group do not cover the costs of the coverage; 
therefore, the costs of this group are being subsidized 
through the active group rates. This subsidy is not 
funded in advance and there is no guarantee that the 
subsidy for the 2011-13 biennium will continue in the 
future. In the event the legislature does  not fund the 
subsidy beyond the current biennium, the coverage 
would discontinue and the unfunded actuarial accrued 

liability displayed in the table below for the retiree health 
implicit subsidy would be reduced to zero. 

 
A member must be receiving a retirement from NDPERS 
to be eligible for the retiree health care coverage. In 
addition, a member receiving a retirement allowance 
from NDTFFR or TIAA-CREF is also eligible for the 
retiree health care coverage. 

 
The premiums for this plan are reported as employee 
contributions on the statement of changes in Plan Assets 
as they are fully paid by the retirees. The full amount of 
the premiums collected are expended each year and are 
reported as health premiums paid on the statement of 
changes in Plan Assets. 

 
Significant actuarial assumption for the implicit subsidy 
unfunded plan include; using the RP-2000 Mortality 
tables applied on a gender-specific basis; health care 
cost trends of 9.0% for select and 6% for ultimate with 
select trends reduced 0.5% each year until reaching the 
ultimate trend; and retirement and termination 
probabilities have been developed from the assumptions 
for the NDPERS pension plans. The funded status of the 
plan as of the most recent actuarial valuation dates is as 
follows: 

 
(Dollars in Millions) 

 

 
Actuarial Valuation Date 

Actuarial 
Value Of 

Actuarial 
Accrued 

Unfunded 
Actuarial 

  June 30     Plan Assets     Liability     Accrued  Liability   Funded Ratio 
 

2009 $ -   $ 53.7   $ 53.7 0.0%

2011  65.2 65.2 0.0%
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JOB SERVICE NORTH DAKOTA 
Job Service North Dakota engaged an actuary to 
determine the Agency's liability for post-employment 
benefits other than pensions as of June 30, 2013. The 
actuary determined the obligation the agency has to 
record as of June 30, 2013 is the difference between the 
Annual Required Contribution (ARC), defined as the 
normal cost plus an  amortization for prior years 
unfunded liability, and the amount paid during the year. 

 
Former employees receiving retirement benefits under 
the Retirement Plan for Employees of Job Service North 
Dakota are eligible to participate in the Retiree Health 
Benefits Fund, a cost-sharing multiple-employer plan, as 
administered by the Public Employees Retirement 
Board. The retired employee is provided a credit toward 
their monthly health insurance premium under the state 
health plan based upon their years of credited service. In 
accordance with NDCC 54-52.1-03.2, Job Service North 
Dakota reimburses the Retiree Health Benefits Fund 
monthly for credit received by members of the retirement 
plan established by  Job Service North Dakota. This 
benefit is equal to $5.00 for each of the employee's, or 

decreased employee's years of credited service not to 
exceed the premium in effect for selected coverage. 

 
Job Service North Dakota employees who had a Met 
Life Insurance policy in effect on December 1, 1999, 
when the Met Life Insurance benefit plan was 
discontinued for new employees, receive the following 
benefits: Job Service North Dakota pays 33% of the 
monthly Basic Met Life Insurance premium of current 
employees with a Met Life Insurance policy and upon 
retirement the employees Basic Met Life Insurance 
premiums are covered 100% by Job Service North 
Dakota. The Basic Life Insurance Benefits are equal to 
the  employees  annual  salary  up  to  a  maximum  of 
$45,000 and are decreased at a rate of 2% per month at 
age 65 until the benefit is 25% of the original amount. 
Job Service has authority to change the funding and 
benefit policy of this plan. 

 
Membership of the Other Post Retirement Benefit plans 
consisted of the following at July 1, 2013, the date of the 
latest actuarial valuation: 

 
 
 
 
 

Retirees and beneficiaries currently receiving benefits 
Terminated employees entitled to benefits but not yet receiving them 
Current vested employees 

 
 

Retiree Health 
  Benefits Fund   

200 
1 

  20   

 
Met Life 

Insurance 
  Benefit   

182 
 

  36   
Total 

 
 

The funding policy of the plans thru June 30, 2013 is 
pay-as-you go plan, contributing annually the amount 
necessary to pay benefits of retirees. Below is listed the 
actuarial methods and assumptions which were used in 
the actuary report and study conducted by Bryan, 
Pendleton, Swats & McAllister, LLC. 

 
 

Valuation Date  June 30, 2012 
Entry Age Actuarial 

  221        218   
 
 

Annual OPEB Cost and Net OPEB Obligation - The 
Agency's annual other postemployment benefit (OPEB) 
cost (expense) is calculated based on the annual 
required contribution of the employer (ARC), an amount 
actuarially determined in accordance with the 
parameters of GASB Statement 45. The ARC represents 
a level of funding that, if paid on an ongoing basis, is 
projected to cover normal cost each year and amortize 
any unfunded actuarial liabilities (or funding excess) over 
a period of thirty years. The following table shows the 

Actuarial Cost Method 
 

Amortization Method 
 

Remaining Amortization Period 
Asset Valuation Method 

Cost Method 
15-Year Amortization 

Open 
 

15 years 
Market Value 

components of the Agency's annual OPEB cost for the 
year, the amount actually contributed to the plan, and 
changes in the Agency's net OPEB obligation: 

 

Actuarial  Assumptions: 
Investment Rate of Return 
Includes Inflation at 

 
4.5% 
5% 
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 Retiree Health 
  Benefits Fund  

Insurance 
  Benefit   

 
  Total  

Annual required contributions $ 385,689 $ 124,634 $ 510,323

Interest on OPEB obligation 6,900 7,540  14,440
Adjustment to annual required contributions (13,967) (15,263)   (29,230)

Annual OPEB costs 378,622  116,911  495,533
Contributions made 247,112  50,855  297,967

Increase in net OPEB obligation 131,510  66,056  197,566
Net OPEB obligations, beginning of year 291,630  256,061  547,691

Net OPEB obligations, end of year $ 423,140 $ 322,117 $ 745,257
 

 
The following schedule presents the annual OPEB cost contributed, the net pension obligations, and the percentage 
contributed: 

 

 Annual Retiree 
Health Benefits 

 Annual Met 
Life Insurance

 Annual Retiree 
Health Benefit

 Annual Met Life 
Insurance Cost

  
OPEB 

 Annual 
OPEB Cost

June 30  OPEB Costs  OPEB Costs Cost Contributed Contributed  Obligation Contributed
2011 $ 249,460 $ 103,806 $ 240,307 $ 50,669 $ 62,290 82.4%
2012 378,622 116,911 243,420 50,855 201,258 59.4%
2013  378,622  116,911  247, 112  50,855  197,566  60.1%

 
Funded Status and Funding Progress - As of July 1, 
2012 the most recent actuarial valuation date, the plans 
were unfunded. The actuarial liability for benefits was 
$5,572,574, and the actuarial value of assets was $0.00 
resulting in an unfunded actuarial accrued liability 
(UAAL) of $5,572,574. The covered payroll (annual 
payroll of active employees covered by the plans) was 
$2, 111,709 and the ratio of the UAAL to the covered 
payroll was 263.89 percent. 

 
Actuarial valuations of an ongoing plan involve estimates 
of the value of reported amounts and assumptions about 
the probability of occurrence of events far into the future. 
Examples include assumptions about future employment 
and mortality. Amounts determined regarding the funded 
status of the plan and the annual required contributions 
of the employer as made about the future. 

 
Actuarial Methods and Assumptions - Projections of 
benefits for financial  reporting purposes are based on 
the substantive plan (the plan as understood by the 
employer and the plan members) and include the types 
of benefits provided at the time of each valuation and the 
historical pattern of sharing the benefit of costs between 
the employer and plan members to that point. The 
actuarial methods and assumptions used include 
techniques that are designed to reduce the effects of 
short-term volatility in actuarial accrued liabilities and the 
actuarial value of assets, consistent with the long-term 
perspective of the calculations. 

NOTE 8 - DEFERRED COMPENSATION   PLAN 
 

The State offers its employees a deferred compensation 
plan created in accordance with Internal Revenue Code 
Section 457. The plan, available to all State employees, 
permits them to defer a portion of their current salary 
until future years. Participation in the plan is optional. 
The deferred compensation is not available to the 
employees until termination, retirement, death or 
unforeseeable  emergency. 

 
All compensation deferred under the plans, all property 
and rights purchased with those amounts, and all 
income attributable to those amounts, property or rights, 
are held in trust for the exclusive use of the employee or 
their beneficiary. 

 
The related assets of the plan, held in trust, are reported 
at fair value as follows (expressed in thousands): 

 
Plan Participation By:  
State of North Dakota $ 44,717
Other Jurisdictions 5,455

Total Value $ 50,172
 

NOTE 9 - PERS UNIFORM GROUP 
 

INSURANCE  PROGRAM 
 

The PERS Uniform Group Insurance Program, an 
enterprise fund, contracts with Blue Cross Blue Shield of 
North Dakota (BCBS) to provide health care insurance to 
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the employees of the State of North Dakota, or any of its 
political subdivision, institutions, departments or 
agencies. The contract provides for an accounting of 
premiums paid and claims incurred during the biennium. 
The contract for the 2009-2011 biennium provides for an 
accounting of premiums paid and claims incurred during 
the biennium, with a gain sharing provision, with the final 
accounting taking place two years after the end of the 
biennium. The final  accounting for the 2009-2011 
biennium occurred on June 30, 2013. Premiums 
exceeded claims, therefore, a gain of $36.6 million was 
returned to the State. The State has entered into a 
similar contract with BCBS for the 2011-2013 biennium. 
The accumulated surplus and other invested funds in the 
amount of $42.6 million are shown as cash on the 
State's financial statements. 

 
The federal health care reform bill provides for a pre- 
Medicare retiree reinsurance provision for employer 
plans that will reimburse employers by providing 
reinsurance for 80% of retiree claims between $15,000 
and $90,000. This program became effective on June 1, 
2010, and employer eligibility is determined from an 
application submitted by the employer to the Department 
of Health and Human Services. The program requires 
that the funds be used to (1) reduce the sponsor's health 
benefit premiums or health benefits costs, (2) reduce 
health benefit premium contributions, copayment, 
deductibles, coinsurance, or other out-of-pocket costs, or 

any combination of these costs, for plan participants, or 
(3) reduce any combination of the costs in (1) and (2). 
The System Board determined that any reimbursements 
received under this program be used to help reduce 
health care costs for members of the Uniform Group 
Insurance Program. The System submitted an 
application and determined to be an eligible employer. 
The State received a reimbursement of $1.0 million 
during the fiscal year 2012 and $1.7 million during fiscal 
year 2011 which is included in Cash on  the State's 
financial statements. Funding for this program is no 
longer available; therefore no reimbursements were 
received in fiscal year 2013. 

 

NOTE 10 - SEGMENT INFORMATION 
 

 
North Dakota Housing Finance Agency maintains two 
separate funds which account for general agency 
operations and provide loans to finance construction of 
rental residential housing and single-family ownership. 
The two funds are accounted for in a single fund, but 
investors in home ownership bonds rely solely on the 
revenue generated by the mortgage loans and assets 
acquired for repayment. Segment information for the 
year ended June 30, 2013, was as follows (expressed in 
thousands): 

 

 Home-Ownership 
  Bond Funds  

Condensed Statement of Net Position
Current assets - other $ 169,831
Noncurrent assets - other   666,713

Total Assets 836,544

Deferred outflow of resources 12,866

Current liabilities - other 28,611
Noncurrent liabilities - other   697,414

Total Liabilities 726,025

Net position - restricted   123,385
Total Net Position    $ 123,385

Condensed Statement of Revenues, Expenses and 
Change in Fund Net Position 

Operating revenues 
Operating expenses 
Operating income 
Change in net position 

Total net position, beginning of year 
Equity transfer out 
Total net position, end of year 

Condensed Statement of Cash Flows 
Net cash from operating activities 
Net cash used for noncapital financing activities 
Net change in cash and cash equivalents 

Cash and cash equivalents, beginning of year 
Cash and cash equivalents, end of year 

 
 

$ 36,838 
  (32,578) 
  4,260 

 
119,220 

  (95) 
   $ 123,385 

 

$ 184,046 
  (172,789) 
  11,257 
  138,859 
   $ 150,116 
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NOTE 11 - MAJOR COMPONENT   
UNIT TRANSACTIONS 

 
NORTH DAKOTA DEVELOPMENT FUND 

In 2011, the State appropriated funds to the North 
Dakota Development Fund to develop a child care loan 
program for the purpose of providing loans to new and 
expanding child care facilities within the State of North 
Dakota. The program was extended in the last legislative 
session through June 30, 2013, at which time it expires. 
On that date, the appropriation amount is set to be 
returned to the State. As of June 30, 2013, $1,250,000 is 
due back to the State. On July 1, 2013 the State 
removed the due date and appropriated the $1,250,000 
to the Development Fund 

 
BISMARCK STATE COLLEGE AND BISMARCK STATE 
COLLEGE  FOUNDATION 

 

On January 25, 2007, BSC and BSC Foundation entered 
into a 15-year lease agreement to facilitate the 
construction of a Mechanical Maintenance building. 
Under the agreement, BSC is responsible for the 
payment of all rent, maintenance, and repair of the 
facility, maintenance of all insurance required under the 
lease, and restrictions of use of the facility as set forth in 
the lease. The amount of the rent is tied to the $1.4 
million debt service retirement. Upon payment of all the 
bonds, BSC will have the option to purchase the 
premises for $100. 

 
On October 19, 2007, BSC and BSC Foundation entered 
into a 25-year lease agreement to facilitate the 
construction of the National Energy Center of Excellence 
building. Under the agreement, BSC is responsible for 
payment of all rent, maintenance, and repair of the 
facility, maintenance of all insurance required under the 
lease, and restrictions of use of the facility as set forth in 
the lease. The amount of the rent is tied to the $5.0 
million debt service retirement. Upon payment of all the 
bonds, BSC will have the option to purchase the 
premises for $100. The audited financial statements of 
BSC Foundation for fiscal year 2013 report this 
transaction as a receivable from BSC and a long-term 
liability. BSC's financial statements include the 
capitalized asset and a long-term liability due to BSC 
Foundation. 

 
The building is recorded as a capital asset in the 
foundation's financial statements at actual cost less 
accumulated depreciation. BSC recorded the capital 
asset based on the lease value plus subsequent 
improvements made by BSC, net of accumulated 
depreciation. The table below displays the amounts 
recorded by both: 

BSC 
  BSC   Foundation   

NECE Building $6,541,322 $15,846,116 
Accumulated 
Depreciation (726,080} (1,422,087} 
Net Value of NECE 
Building $5,815,242 $14,424,029 

 

 
DICKINSON STATE UNIVERSITY AND DICKINSON 
STATE UNIVERSITY FOUNDATION 

 

The Dickinson State University Foundation issued two 
series of revenue bonds of $9,200,000 on June 4, 2009, 
to finance the Badland Activities Center project. The 
bonds will be paid off with private donations raised by 
the Foundation and are summarized as follows: 

 
$5,000,000 bond at a fixed rate of 5.89%. The bond is 
amortized over 15 years with semi-annual payments due 
each January and July 151 The payments in 2010 will 
be interest only, with the first principal payment due in 
January of 2011. 

 
$4,200,000 bond with a variable rate of interest, 
currently 0.95%. The bond is re-priced every six months 
and has payments each January and July. There are 
neither time limits nor prepayment penalties on this 
issue. As of July 15, 2013 this bond was paid in full. 

 
NORTH DAKOTA STATE UNIVERSITY AND NDSU 
RESEARCH AND TECHNOLOGY PARK, INC. 

On December 30, 1999, North Dakota State University, 
through the State of North Dakota and North Dakota 
State Board of Higher Education, entered into a ground 
lease, whereby the NDSU Research and Technology 
Park, Inc. (component unit) leases 40 acres of land for 
$1 per year for the next seventy-five years. 

 
On November 1, 2000, NDSU Research and Technology 
Park, Inc. (RTP) entered into a $6.5 million lease 
agreement with the City of  Fargo to finance the 
construction of laboratory and research facilities and all 
equipment and furnishings located on property owned by 
the city. The agreement assigned to NDSU all of RTP's 
obligations under the lease, including but not limited to 
the payment of all rent, maintenance, and repair of the 
facility, maintenance of all insurance required under the 
lease, and restrictions of use of the facility set forth in the 
lease. Upon payment of all the bonds, title to the facility 
will revert to RTP. On August 1, 2002, essentially the 
same legal and financial structure used to construct 
Research Building #1 was used to construct a second 
Research Building. The second lease agreement was for 
$20,450,000. 

 
On January 25, 2007, the city of Fargo, on behalf of the 
NDSU Research & Technology Park, issued $4,735,000 
of Series 2007A (Research 1) and $18, 100,000 of Series 
2007B (Research 2) Lease Revenue Refunding Bonds. 
These bonds are used to advance refund the callable 
maturities of both the  Series 2000  (Research  1) and 
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Series 2002 (Research 2) bonds and to pay the costs of 
issuance (including the insurance premium for the 
insurance policy and the reserve fund surety bond) 
relating to bonds for both Series 2007A and 0072B 
bonds. During the year ended June 30, 2011, the Series 
2000 bonds were repaid in full with the funds held in 
escrow from the Series 2007A bond refinancing. During 
the fiscal year ended June 30, 2012, the Series 2002 
bonds were repaid in full with the funds held in escrow 
from the Series 2007A bond refinancing. 

 
The audited financial statements of RTP for fiscal year 
2013 report these transactions as an operating lease 
and report the related capital assets and related debt as 
assets and debt of RTP. 

 
On July 1, 2002, NDSU and the RTP entered into an 
agreement for cooperation and assistance between 
entities. The agreement is an annual agreement, which 
automatically extends for one-year periods unless 
cancelled by either party to the agreement. 

 
During fiscal year 2013, NDSU and the RTP entered into 
renewed agreements, whereby NDSU leases Research 
Building #1 for an annual rent of $628,943 and Research 
Building #2 for $1,525,963 through June 30, 2022, plus 
utilities and insurance. The annual rent will be re- 
adjusted by mutual agreement every two years. These 
agreements are subject to funding and legislative 
appropriations. 

 
During fiscal year 2013 NDSU made other payments to 
the RTP that were unrelated to the building lease for 
Research #1 and #2. These payments consist of the 
following: 1) $28,242 for an operating lease for lab space 
in the RTP's Appareo Building, 2) $65,707 for 
defeasance escrow settlement (including trustee and 
appraisal fees) for repurchase of equipment originally 
purchased from Series 2000 and 2002 bond proceeds, 
3) $131,222 for grant sub-awards. Also, during fiscal 
year 2013, the RTP paid NDSU a total of $32,613 as 
reimbursement of NDSU operating expenses. 

 
NORTH DAKOTA STATE UNIVERSITY AND NDSU 
DEVELOPMENT   FOUNDATION 

NDSU EQUINE CENTER 
Effective January 1, 2003, NDSU and the  NDSU 
Development Foundation entered into a ten-year lease 
agreement with an option for an additional ten-year term 
to facilitate the construction of an Equine Science 
Center. Under the agreement, NDSU will  pay rent to 
NDSU Development Foundation for use of the premises. 
The amount of the rent is tied to the $4.355 million debt 
service retirement plus necessary insurance and taxes 
incurred by the Development Foundation.  NDSU paid 
the Development Foundation $333,568 in fiscal year 
2013 under this agreement. 

 
The facility is included in long-term investments and the 
debt is included in long-term liabilities on the financial 
reports of the NDSU Development Foundation. NDSU 
has also recorded a capital asset and a capital lease, 

reflected as "Due to Component Unites" by NDSU, of 
$2,885,000 as of June 30, 2013. Since the Development 
Foundation is a discretely presented component unit of 
the University System and the component unit and the 
University System are reporting the same assets and 
debt for the Equine Center, a reclassification entry was 
made to ending balances in the component unit 
consolidating financial statements to show the 
appropriate due from primary institution. 

 
FARGODOME LEASE AND IMPROVEMENTS 
In fiscal year 2006, the NDSU Development Foundation 
financed the construction and equipping of office space, 
locker rooms, meeting rooms, and related facilities in the 
Fargodome for use by NDSU through the sale of 
revenue bonds issued by Cass County. The Foundation 
has leased the space in the Fargodome from the City of 
Fargo and subleased the space, furniture, fixtures and 
equipment to NDSU. Under the agreement, NDSU will 
pay rent to the NDSU Development Foundation for use 
of the premises. The amount of the rent is tied to the 
$3.5 million debt service retirement plus the Fargodome 
annual space rent and all costs incurred by the 
Development Foundation incident to the lease, less any 
contributions received by the Foundation for the project. 
NDSU paid the Development Foundation $337,991 in 
fiscal year 2013 under this agreement. 

 
The facility is included in long-term investments and the 
debt is included in long-term liabilities on the financial 
reports of the NDSU Development Foundation. NDSU 
has also recorded a capital asset and a capital lease 
payable of $2,063,622 as of June 30, 2013. Since the 
Development Foundation is a discretely presented 
component unit of the University System and the 
component unit and the University System are reporting 
the same assets and debt for the Fargodome 
improvements, a reclassification entry was made to 
ending balances in the component unit consolidating 
financial statements to show the appropriate due from 
primary institution. 

 
RENAISSANCE HALL 
The former Northern School Supply building was 
donated to the NDSU Development Foundation by 
NDSU alum in December 2001. During fiscal years 2003 
and 2004,  the NDSU Development Foundation 
renovated the building with the intent to lease the facility 
to NDSU beginning fall 2004. The Development 
Foundation transferred nearly the entire ownership of the 
building to 650 NP Avenue, LLC and Kilborurne Design 
Group, LLC, for a five-year period in order to achieve tax 
credits that would ultimately reduce the cost of the 
building to NDSU. During the five-year tax credit period, 
NDSU leased the building from the two LLCs, with lease 
payments composed of interest and fees. With the five- 
year tax credit period ending December 31, 2010 (as 
extended), and the ownership was transferred back to 
the Development Foundation, permanent financing was 
put in place on December 17, 2010, with the issuance of 
$5,650,000 of 20-year University Facilities Revenue 
bonds,  Series  2010  (Renaissance  Hall  Project).  The 
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financing structure involving the five-year temporary 
ownership transfer  resulted in achieving tax credits of 
$4.9 million which directly lowered the leasing cost to 
NDSU. 

 
Under this refinanced debt issuance and lease 
agreement, as approved by the State Board of Higher 
Education on December 16, 2010, the property is leased 
to NDSU for rent equal to the semi-annual principal and 
interest on the bonds, plus all costs incurred by the 
Development Foundation incident to ownership of the 
property. Ownership of the property will transfer to 
NDSU when the bonds are repaid in full. NDSU paid the 
Development Foundation $432,785 in fiscal year 2013 
under this agreement. As of June 30, 2013, the 
outstanding balance on the bonds, reflected as "Due to 
Component Units" by NDSU, is $5,210,000. 

 
AIRCRAFT 
Effective June 28, 2007, NDSU and the NDSU 
Development Foundation entered into a $2,348,000, ten- 
year, lease agreement for the purchase of an aircraft. 
Under the agreement, NDSU will pay rent to the NDSU 
Development Foundation for use of the aircraft. The 
amount of the rent is equal to the amount of the principal 
and interest payments on the loan, for the life of the 
loan. During fiscal year 2013, NDSU made $322,919 of 
debt service to the NDSU Development Foundation on 
the aircraft lease. The University is responsible for all 
costs incurred in operation and maintenance of the 
aircraft. Upon completion of the loan payments, 
ownership of the aircraft will be transferred to NDSU. 
Since the Development Foundation is a discretely 
presented component unit of the University System and 
the component unit and the University System are 
reporting the same assets and debt for the leased 
aircraft, a reclassification entry was made to ending 
balances in the component unit consolidating financial 
statements to show the appropriate due from primary 
institution. As of June 30, 2013 the outstanding balance 
on the lease, reflected as "Due to Component Units" by 
NDSU, is $1,121,280. 

 
BARRY HALL BUSINESS  BUILDING AND  KLAI 
HALL ARCHITECTURE BUILDING 
Effective November 28, 2007, NDSU and the NDSU 
Development Foundation entered into a lease 
agreements for two buildings in downtown Fargo, 
formerly known as the "Pioneer Mutual Building" and 
"Lincoln Mutual Building". The Foundation financed the 
construction of the Barry Hall business building and Klai 
Hall architecture  building projects through the sale of 
$18.52 million of 20-year University Facilities Revenue 
Bonds issue by the City of Fargo, North Dakota. The City 
has loaned the bond proceeds to the Foundation for 
payments equal to the sum of the semi-annual interest 
payments and installments of varying principal amounts 
on the variable rate bonds and the semi-annual principal 
and interest payment on the fixed-rate bonds. The 
principal payments on the variable rate bonds will be 
funded from payments on donor pledges restricted for 
the project. Under the terms of the loan, the Foundation 

is responsible for the real estate taxes, insurance, 
repairs and maintenance, and other costs incident to 
ownership of the property. The property is included with 
property in the financial statements and the bonds have 
been recorded as a direct obligation of the Foundation. 
Ownership of the property will transfer to NDSU when 
the bonds are repaid in full. The bonds are guaranteed 
by the Foundation. This property is leased to NDSU for 
rental equal to the sum of the semi-annual interest only 
payments on the variable term bonds plus the semi- 
annual principal and interest payments on the fixed-rate 
bonds for the term of the bonds, plus all the costs 
incurred by the Foundation incident to ownership of the 
property. 

 
In May 2012, the NDSU Development Foundation 
refinanced the original bonds issued in November 2007. 
As a result new leases were executed. Under the terms 
of the new leases, NDSU pays and recognized a liability 
for the entire amount of previously issued bonds, 
including the portion originally planned to be paid from 
the collections of pledges. During fiscal year 2013, 
NDSU paid $934,576 to the NDSU Development 
Foundation under the new leases for debt service, 
property taxes and insurance on Barry Hall and Klai Hall. 
During fiscal year 2013, the Foundation paid $93,544 to 
NDSU from the collection of pledges. NDSU has an 
option to acquire the property upon full payment of the 
bonds. As of June 30, 2013 the outstanding balance of 
the bonds, reflected as "Due to Component Unites" by 
NDSU, is $11,390,000 and the portion payable by the 
Foundation to NDSU for the collection of pledges is 
recognized by NDSU as current and non-current "Due 
from Component Units" for $1,233,256. 

 
PRESIDENT'S RESIDENCE 
On September 15, 2008, the NDSU Development 
Foundation financed the construction of a new residence 
for the NDSU President through the sale of $900,000 of 
30 year University Facilities Bonds. The interest rate is a 
fixed rate of 4.20% with semi-annual principal and 
interest payments. The repayment source is private 
donations and pledges. The bonds payable have a 
balance of $829,510 at December 31, 2012. During 
fiscal year 2010, the President's House was capitalized 
on NDSU's books for the sum of the Foundation & 
NDSU costs, plus the donated  services  ($2,605,983). 
The bonds are an obligation of the NDSU Development 
Foundation, therefore are only reflected as bonds 
payable on the books of the Foundation. The bonds are 
not included in NDSU's liabilities. 

 
OTHER  TRANSACTIONS 
NDSU also has agreements in place with the Foundation 
for maintenance of the University's alumni records, for 
use and insurance on certain land and buildings and for 
lease of a vehicle. Amounts paid under these 
agreements as of June 30, 2013, totaled $480,998. In 
addition, the Development Foundation may contract with 
NDSU for materials and personnel in the service and 
utility areas and will reimburse NDSU based on separate 
agreements. 
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NDSU Development  Foundation fiscal year end is 
December 31, and NDSU year end is June 30. Timing 
differences in amounts may occur between entity 
financial statements, due to different year end dates. 

 
UNIVERSITY OF NORTH DAKOTA AND UNO 
AEROSPACE  FOUNDATION 

 

The Aerospace Foundation reimbursed UNO for 
salaries, building rent, aircraft rental, and goods and 
services under an operating agreement aggregating 
approximately $20.0 million in fiscal year 2013. The 
amount paid UNO included aircraft rental, flight repairs, 
fuel of $12.0 million, room and board of $698,000, tuition 
and fees of $3.2 million, salaries of $4.0 million. This 
operating agreement has no specific term and is 
intended to memorialize various operating agreements, 
rate structures, duties, and obligations each party has to 
the other. 

 
UNO reimbursed the foundation for air service and 
hangar, CRJ, 360-degree tower, and aircraft rental of 
$1.0 million. These expense reimbursements represent 
actual costs incurred. In addition, the Aerospace 
Foundation may contract with UNO for materials and 
personnel in the service and utility areas and will 
reimburse UNO based on separate arrangements. As of 
June 30, 2013, the Foundation has recorded accounts 
payable to UNO of $874,000 for reimbursable costs and 
services under these arrangements. 

 
The Aerospace Foundation entered into a sublease with 
UNO to lease the aircraft storage hangar/ground support 
equipment facility. The lease term is for 20 years, 
commencing on July 7, 2003, until July 6, 2023. A 
balloon payment of $1,011,392 is due on July 6, 2023. 
For the first 15 years of the sublease, UNO will pay the 
Foundation monthly minimum payments. 

 
The rate is adjusted annually based upon changes to the 
ground lease payments to the Grant Forks Regional 
Airport Authority. The fiscal year 2013 monthly rate 
increased from $12,281 to $12,902 on January 2013. Of 
the monthly lease payment, $10,529 is recorded as 
payment on principal and interest, the remaining amount 
is recorded as an operating lease payment, this is the 
portion that relates to ground lease payments. At the end 
of the 15 years of the sublease, rent will be adjusted 
based upon an interest rate adjustment or a refinancing 
of the debt incurred by the Foundation in the 
construction of the hangar. The audited financial 
statements of the Foundation report the capital assets 
and related debt for this lease. Since the Foundation is a 
discretely presented component unit of the University 
System and the component unit and the University 
System are reporting the same assets and debt for this 
transaction, a reclassification entry was made to ending 
balances in the component unit consolidating financial 
statements to show the appropriate due from primary 
institution. 

UNIVERSITY OF NORTH DAKOTA AND RE ARENA. 
INC. 

RE Arena, Inc. manages, operates and maintains an 
arena known as the Ralph Engelstad Arena, which was 
constructed in 2001 for the benefit of  UNO athletics. 
UNO and RE Arena, Inc. enter into an annual operating 
agreement. The operating agreement sets forth the 
facility usage, fees and services, ticket administration 
and revenue allocation, sponsorship sales administration 
and revenue allocation, and net income disposition. In 
accordance with this agreement: (i) RE  Arena, Inc. 
collects all ticket revenue from ticketed UNO athletic 
events (men's and women's hockey, football, men's and 
women's basketball, and volleyball), RE Arena, Inc. 
retains 52% of such ticket revenue and remits 48% to 
UNO, and (ii) RE Arena, Inc. collects all sponsorship 
sales revenue from UNO Athletic events, RE Arena, Inc. 
retains 64% of such sponsorship revenue, net of direct 
costs and remits 36% to UNO. If UNO collects 
sponsorship revenue, the amount is applied towards RE 
Arena lnc.'s obligation to pay UNO. The UNO Athletic 
Department maintains institutional control  of all 
marketing activities and sponsorship sales as outlined in 
the NCAA constitution. In addition, UNO and RE Arena 
Inc. recognize the mutual benefit by UNO Athletics and 
REA in collaborating on marketing and sales functions 
the UNO enterprise. 

 
In addition, RE Arena, Inc. may contract with UNO for 
materials and personnel in the service and utility areas 
and will reimburse UNO based on separate agreements. 
Revenue and expense arrangements for all other UNO 
events held at the arena will be negotiated on an event- 
by-event basis. The transactions in relation to the 
contractual relationship are as follows: 

 
• Gross ticket sales were $4,078,304 of which 

UNO recognized revenue  of $1,957,586 and 
expenses of $2,120,718. REA recognized net 
revenue of $2,203,968, a difference of $83,250 
due to trade allocations. 

• Gross ticket sales for the next athletic season 
year are recorded as due from component unit 
and deferred revenue at gross; the amount is 
$2,746,445. UNO also records at gross with a 
deferred revenue in current liabilities. 

• UNO recognizes sponsorship (advertising) 
revenue at net of $391, 125, while REA 
recognizes at gross and expenses for the 
amount allocated to UNO. 

• REA owes UNO net income allocation for fiscal 
year 2012 of $550,000. 

• REA paid UNO $941,981 for utilities and 
maintenance staff. 

 
RE Arena Inc. fiscal year end is May 31, UNO year end 
is June 30. Timing differences  in amounts may occur 
between entity financial statements due to different year 
end dates. 
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UNIVERSITY OF  NORTH  DAKOTA AND   
UNIVERSITY OF NORTH DAKOTA FOUNDATION 

The University of North Dakota Foundation issued, tax- 
exempt lease revenue bonds on October 24, 2003, of 
$4,400,000 to finance the land purchase and 
construction of the Minot Family Practice Center. The 
center is a component of the School of Medicine & 
Health Sciences at UND. The interest rate is fixed at 
4. 15 percent until 2018. Principal balance outstanding at 
June 30, 2013, is $2,943,507. Payments of $136,000 are 
required semi-annually through 2018. A receivable from 
UND and the bond payable is included on the financial 
reports of the foundation, and UND has recorded a 
capital asset and a capital lease payable as of June 30, 
2013. 

 
On July 24, 2002, UND Foundation issued lease 
revenue bonds of $8,595,000 on behalf of UND to i) 
finance the construction of an office building for EERC, 
ii) renovate the current EERC building, iii) finance 
capitalized interest, and iv) pay cost of issuance of the 
bonds. On October 18, 2012, the UND Foundation 
issued Taxable Refunding Lease Revenue Bonds, 
Series 2012 in the amount of $6,405,000 to refund its 
outstanding Lease Revenue Bonds, Series 2002. The 
Foundation also amended the related lease agreement 
with UND. The bonds bear an interest rate of 0.75% to 
4.2% and mature in 2027. The lease revenue bond has 
a balance of $6,080,000 at June 30, 2013. The 
foundation's financial statements include this transaction 
as a receivable from UND and a long-term liability. 
UND's financial statements include the capitalized asset 
and a long-term liability due to UND Foundation. 

 
In 2008, the Foundation issued bonds to finance the 
UND School of Medicine construction of the Human 
Patient Simulation Center. The facility is being leased to 
UND for  a period of five years for a total amount of 
$206,810 which is equivalent to finance the costs of 
construction. In fiscal year 2013, the organization 
received $41,362 with the remaining annual lease 
payments of $41,362 expected in fiscal years 2014 
through 2015. 

 
Other transaction details include: 

• Foundation pays UND gifts for scholarships and 
other expenses totaling $8.3 million. 

• Foundation pays UND for services such as 
telecom, facilities, catering, and printing totaling 
$283,253. 

• UND pays the Foundation for database, 
campaign, giving support, alumni review 
advertising and support, totaling $1,068,000. 

• UND pays the Foundation on an operating 
lease  for  space  in  the  Gorecki  Center  of 
$260,168. 

• UND pays Athletics event coordination totaling 
$30,000. 

At the end of the fiscal year, UND owes the Foundation 
$9,962 excluding lease revenue bonds and the 
Foundation owed UND $13,691. 

 
NORTH DAKOTA STATE UNIVERSITY AND NORTH 
DAKOTA STATE UNIVERSITY RESEARCH 
FOUNDATION 

Revenues from research fees & royalties received from 
patents and other intellectual property or know-how are 
first used to cover expenses incurred in patenting, 
licensing, collection, and other expenses related to 
technology. After these expenses have been paid, the 
net research fee (royalty) income is divided so that at 
least 30% of the net proceeds will be paid to those 
responsible for the invention, and 70% is distributed by 
negotiation between the department, college, and the 
Foundation. Once NDSU's share of the revenue 
distribution has been determined, the monies are 
transferred from the NDSU Research Foundation to 
NDSU. 

 
During fiscal year 2013, the NDSU Research Foundation 
distributed license fee and royalty revenue of $790,028 
to NDSU. The Research Foundation recognizes an 
operating expense and NDSU recognized operating 
revenue (Sales and Services of Educational 
Departments) because of this revenue distribution. 

 
NORTH   DAKOTA   STATE   COLLEGE   OF    
SCIENCE AND   NORTH   DAKOTA   STATE     
COLLEGE    OF SCIENCE FOUNDATION 

 
For the year ended June 30, 2013, NDSCS paid the 
foundation $174,000 for the rental of the Skills & 
Technology Training Center Building. 

 
UNIVERSITY OF  NORTH  DAKOTA AND   
UNIVERSITY OF NORTH DAKOTA RESEARCH  
FOUNDATION 

 
For the year ended June 30, 2013, UND paid the 
foundation $250,000 per a contract and $192,929 rent 
for research space for grant-funded projects. 

 
UNIVERSTIY OF  NORTH  DAKOTA AND   
UNIVERSTIY OF NORTH DAKOTA CENTER FOR    
INNOVATION FOUNDATION 

 
For  the  year  ended  June  30,  2013,  UND  received 
$154,106 in gifts from the Foundation, $240,628 in grant 
funding and $75,000 in contract services, and $22,261 
for facility services. 

 
VALLEY CITY STATE UNIVERSITY AND VALLEY  
CITY STATE UNIVERSITY FOUNDATION 

 

 
The foundation has a Memorandum of Agreement with 
VCSU for administrative services. Under this agreement, 
the foundation paid VCSU approximately $95,886 during 
fiscal year 2013. 
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WILLISTON     STATE     COLLEGE    AND     
WILLISTON STATE COLLEGE FOUNDATION 

 
In fiscal year 2012, WSC and the foundation entered into 
an   agreement   whereby   the  foundation   lent  WSC 
$500,000 for a dormitory geothermal heating project. 
The note has an eleven year term and a 5 percent fixed 
annual interest rate. 

 

NOTE 12 - FINANCIAL  INSTRUMENTS  
WITH OFF-BALANCE-SHEET   
RISK 

 
BANK OF NORTH DAKOTA 

 

The State, through the Bank of North Dakota, is a party 
to financial instruments with off-balance-sheet risk in the 
normal course of business. These financial instruments 
include commitments to extend credit and financial 
standby letters of credit. Those instruments involve vary- 
ing degrees of credit and interest rate risk in excess of 
the amount recognized in the balance sheet. The 
contract amounts of those instruments reflect the extent 
of involvement the State has in particular classes of off- 
balance-sheet financial instruments. 

 
The State's exposure to credit loss in the event of 
nonperformance by the other party to the financial 
instrument for commitments to extend credit and finan- 
cial standby letters of credit is represented by the 
contractual amount of those instruments. The State uses 
the same credit policies in making commitments and 
conditional obligations as it does for on-balance-sheet 
instruments. 

Contract Amount 
(in thousands) 

Commitments to extend credit $ 780,001

Financial standby letters of credit 260,731

 $ 1,040,732
 

Commitments to extend credit are agreements to lend as 
long as there is no violation of any condition established 
in the contract. Commitments generally have fixed 
expiration dates or other termination clauses and may 
require payment of a fee. Since many of the 
commitments may expire without being drawn upon, the 
total commitment amounts do not necessarily represent 
future cash requirements. The amount of collateral 
obtained by the State upon extension of credit is based 
on management's credit evaluation of the customer. 
Collateral held may include accounts receivable, 
inventory, property, plant and equipment, and income- 
producing commercial properties. 

 
Financial standby letters of credit are conditional 
commitments issued by the State to guarantee the 
performance of a customer to a third party. Those 
guarantees are primarily issued to support public 
borrowing arrangements. The credit risk involved in 
issuing letters of credit is essentially the same as that 
involved in extending loan facilities to customers. The 

likelihood of funding any of these letters of credit is 
considered to be remote. The State generally holds 
collateral supporting those commitments it deemed 
necessary. 

 
Financial standby letters of credit include letters of credit 
pledged for public deposits by North Dakota banks for 
$191,935,000 at December 31, 2012. These letters of 
credit are an authorized form of collateral for public 
deposits per NDCC 21-04-09. 

 
COMMUNITY WATER FACILITY LOAN FUND 

In the normal course of business, the Loan Fund makes 
various commitments that are not reflected in the 
financial statements. These commitments include 
commitments to extend credit of $4,917,000 at 
December 31, 2012. 

 
REBUILDERS LOAN PROGRAM 

 
The State, through the Rebuilders Loan Program, is a 
party to credit related financial instruments with off- 
balance sheet risk in the normal course of business to 
meet the financing needs of its customers. These 
financial instruments include commitments to extend 
credit. Such commitments involve, to varying degrees, 
elements of credit risk in excess of the amount 
recognized in the balance sheet. The Program's 
exposure to credit loss is represented by the contractual 
amount of these commitments. The Program follows the 
same credit policies in making commitments as it does 
for on-balance-sheet instruments. There were 54 
commitments to extend credit for $870,565 as of June 
30, 2013. 

 
NORTH DAKOTA HOUSING FINANCE AGENCY 

In the normal course of business, the Agency makes 
various commitments that are not reflected in the 
financial statements. These include commitments to 
extend credit and the debt reduction required when 
related loan acquisition funds are not drawn down within 
prescribed time frames set by the specific bond 
resolution. 

 
Commitments to extend credit are agreements to fund 
loans as long as there is no violation of any condition 
established in the contracts. Commitments require the 
payment of a reservation fee and generally have a fixed 
expiration  date.  Commitments  to  extend  credit  total 
$44,089,000  at  June  30,  2013.  Of  this  $44,089,000 
commitments to extend credit, $22,815,000 would 
qualify for Ginnie Mae securitization. The permanent 
financing for committed government insured loans will be 
determined based on the cost availability of bond 
proceeds as compared to the current market value of a 
Ginnie Mae Mortgage Backed Security. The Agency 
does not anticipate any material losses as a result of 
these commitments. 

 
The bond resolutions require that the funds in the loan 
acquisition accounts be expended within 42 months of 
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the related bond delivery date.  Any remaining funds 
must be used for debt reduction. The loan acquisition 
funds totaled $91,000 at June 30, 2013. 

 
PUBLIC FINANCE AUTHORITY 

In the normal course of business, the Finance Authority 
(a component unit) makes various commitments that are 
not reflected in the financial statements. These 
commitments include commitments to extend credit of 
$55,924,000 at December 31, 2012. 

 

NOTE 13 - INTEREST RATE SWAP 
 

NORTH DAKOTA HOUSING FINANCE AGENCY 
 

As a means to lower its borrowing costs, when 
compared against fixed-rate bonds at the time of 
issuance, the Agency entered into several cash flow 
hedges or swaps in connection with various variable-rate 
housing bond series. The Agency cash flow hedges are 
pay-fixed. The intention of these swaps was to 
effectively change the Agency's interest rate on the 
bonds to a fixed rate. The Agency also has cash flow 
hedges that were entered into in connection with 
variable-rate housing bond series that no longer have 
bonds outstanding as those bonds have been called. 
The cash flow hedges that are not connected to a 
specific bond series hedge the risk related to the 
Agency's other variable-rate housing bonds that are 
unhedged. 

 
The bonds and the related swap agreements have a 
stated issuance and maturity date. Some of the swaps 
have optional termination dates. Under the swaps, the 
authority pays the counterparty a fixed payment and 
receives a variable payment computed as a percent of 
the London Interbank Offered Rate (LIBOR) plus a fixed 
percentage on the swap notional amount. On the other 
hand, the bond's variable-rate coupons are determined 
by the remarketing agent. If for any reason the 
remarketing agent fails to act, the rate shall be the lesser 
of (i) the TBMA Index plus 0.25% or (ii) the Maximum 
Rate as defined within the applicable series resolution. 

 
As of June 30, 2013, the Agency did not have any swaps 
that had a positive fair value. Of the swaps with negative 
fair value, the Agency is  not exposed to credit risk. 
However, the swap exposes the Agency to basis risk 
should the relationship between LIBOR and TBMA 
converge, changing the synthetic rate on bonds. The 
swap counterparty has guaranteed all payments and is 
rated AAa/AA+/AAA by Moody's Investor Services, 
Standard & Poor's, and Fitch, respectively. To mitigate 
potential credit risk, the counterparty has entered into 
Credit Support Agreements with Bank of New York 
Mellon and the Royal Bank of Canada as a credit 
enhancement. 

 
The Agency has entered into netting arrangements 
whenever it has entered into more than one derivative 
instrument transaction  with a counterparty.  Under the 

terms of these arrangements netting provisions permit 
each party to net the transactions' fair values so that a 
single sum will be owed by, or owed to, the other party. 
At June 30, 2013, the Agency owed the swap providers 
a fixed  rate on the  notional amount  of the swaps of 
$2,632,000 and the swap providers owed the Agency a 
variable rate on the notional amounts of $272,000 
making the net payment that the Agency owed the swap 
providers  $2,360,000. 

 
Due to the difference in the variable rate indices, the 
swaps had a net negative fair value of $12,866,000 as of 
June 30, 2013. Accordingly, the financial derivative 
instrument is reported as a liability and the accumulated 
changes in fair value of the swaps are reported as a 
deferred outflow at June 30, 2013. The coupon on the 
government's variable-rate bonds adjust to changing 
interest rates, the bonds do not have a corresponding 
fair value increase. All valuations are as of the valuation 
date indicated. Mid-Market or indicative unwind 
valuations may be derived from broker quotations or 
from proprietary models that take into consideration 
estimates about relevant present and future market 
conditions as well as the size and liquidity of the position 
and any related actual or potential hedging transactions. 
Valuations based on other models or different 
assumptions may yield different results. 

 
The swap exposes the Agency to basis risk should the 
relationship between LIBOR and the actual variable 
rates converge, changing the synthetic rate on the 
bonds. The effect of this difference in basis is indicated 
by the difference between the intended synthetic rate 
and the synthetic rate as of June 30, 2013. If a change 
occurs that results in the rates' moving to convergence, 
the expected cost savings may not be realized. 

 
The derivative contract uses the International Swap 
Dealers Association Master Agreement, which includes 
standard termination events, such as failure to pay and 
bankruptcy. The Schedule to the Master Agreement 
includes an "additional termination event." That is, the 
swap may be terminated if counterparty's credit quality 
rating falls below "A3" as issued by Moody's Investors 
Service or "A-" as issued by Fitch Ratings or Standard & 
Poor's. The swap may be terminated at any time by the 
Agency or the counterparty with 30 days written notice 
up to limits specified in the swap agreement. If the swap 
or swaps were terminated, the variable-rate bonds would 
no longer carry a synthetic interest rate. Also, if at the 
time of terminations the swap has a negative fair value, 
the Agency would be liable to the counterparty for 
payment equal to the swap's fair value, but in the event 
the fair value is positive, the counterparty would be liable 
to the Agency. 

 
The Agency is exposed to rollover risk on hedging 
derivative instruments that are hedges of debt that 
mature or may be terminated prior to maturity of the 
hedged debt. When these hedging derivative 
instruments terminate, or in the case of a termination 
option,  if  the  counterparty  exercises  its  option,  the 
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Agency will be re-exposed to the risks being hedged by 
the hedging derivative instrument. The Agency also is 

exposed to rollover risk on the swaps that mature and 
the Agency does not call the related variable rate debt. 

 
1. Bond Series Bonds Called 2004 c 2005 c 2006 A 
2. Issuance Date 4/1/2004 6/10/2004 9/21/2005 51412006
3. Maturity Date 7/1/2035 7/1/2014 1/1/2036 7/1/2016
4. Notional Amount $ 12,900,000 $1,075,000 $12,000,000 $30,210,000
5. Variable-rate Bonds N/A $1,075,000 $12,000,000 $30,210,000
6. Fixed Rate 3.980% 4.095% 3.889% 3.955%
7. LIBOR Percentage 63.00% 63.00% 63.00% 63.00%
8. Additional Percentage 0.34% 0.34% 0.31% 0.31%
9. Bonds Variable-rate N/A 0.17000% 0.21000% 0.17000%
10. Fair Value $ (228,000) $ (38,000) $(1,059,000) $(3,394,000)
11. Percentage of LIBOR 0.34000% 0.34000% 0.31000% 0.31000%
12. Synthetic Rate 3.64000% 3.92500% 3.78900% 3.81500%
13. Actual Synthetic Rate N/A 4.06597% 3.77069% 3.82462%
14. Change in Fair Value $ 452,000 $ 60,000 $ 360,000 $ 989,000
15. Optional Termination Date 7/1/2013 N/A 1/1/2016 N/A

 
 

1. Bond Series 2008 A 2008 B 2008 D 2009 B 
2. Issuance Date 212612008 212612008 81512008 7/30/2009
3. Maturity Date 1/1/2017 7/1/2038 7/1/2039 1/1/2025
4. Notional Amount $13,700,000 $10,285,000 $21,850,000 $40,605,000
5. Variable-rate Bonds $13,700,000 $12,735,000 $21,850,000 $47,745,000
6. Fixed Rate 3.198% 4.725% 3.919% 3.108%
7. LIBOR Percentage 63.00% 100.00% 63.70% 64.70%
8. Additional Percentage 0.32% 0.00% 0.20% 0.23%
9. Bonds Variable-rate 0.17000% 0.17000% 0.15000% 0.17000%
10. Fair Value $ (1,277,000) $ (1,446,000) $ (2,776,000) $ (2,649,000)
11. Percentage of LIBOR 0.32000% 0.00000% 0.20000% 0.23000%
12. Synthetic Rate 3.04800% 4.89500% 3.86900% 3.04800%
13. Actual Synthetic Rate 3.01836% 5.08106% 3.77878% 2.86882%
14. Change in Fair Value $ 367,000 $ 668,000 $ 889,000 $ 1,129,000
15. Optional Termination Date N/A 1/1/2020 1/1/2018 7/1/2016

 
Using rates as of June 30, 2013, debt service requirements of the variable-rate debt and new swap payments are as 
follows. Interest calculations were based on rates as of June 30, 2013. As rates vary, variable-rate bond interest 
payments and net swap payments will vary. (Expressed in thousands.) 

 
Variable-Rate Bond 

Fiscal Year 
Ending June 30 

 
Princial 

 
Interest 

Interest Rate 
Swa, Net 

 
Total 

2014 $ 17,980 $ 219 $ 4,297 $ 22,496 
2015 4,305 201 4, 141 8,647 

3,410 195 4,023 7,628 
43,650 132 2,624 46,406 

2,360 116 2,342 4,818 
22,585 486 9,937 33,008 

9,275 319 6,937 16,531 
8,015 266 5,925 14,206 

19,270 132 3,193 22,595 
  8,420  8  193 8,621 

2016 
2017 
2018 

2019-2023 
2024-2028 
2029-2033 
2034-2038 
2039-2043 

 $ 139,270 $ 2,074 $ 43,612    $ 184,956 
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NOTE 14 - SIGNIFICANT  
CONCENTRATIONS OF CREDIT RISK 

 
Most of the State's business is with customers within the 
state. Concentrations  of credit are present in the con- 
struction and operation of community water facilities, 
developmentally disabled facilities, loans to students for 
post-secondary education, single-family and multifamily 
mortgage loans, and the agricultural industry. Due to the 
pervasive nature of agriculture in the economy of the 
state, all loans, regardless of type, are impacted by 
agriculture. 

 

NOTE 15 - RISK MANAGEMENT 
 

Several funds accumulate assets to cover risks that the 
State may incur. Specifically, the State assumes a 
portion or substantially all risks associated with the 
following: 

 

THE STATE FIRE AND TORNADO FUND 
 

The State Fire and Tornado Fund, an Enterprise Fund, is 
financed by premiums charged to the participating funds 
of the State. All monies collected must be paid into the 
fund for  use  only  for  the  purpose  outlined  in 
NDCC 26.1-22.02. 

 
All losses occasioned by the hazards provided for in the 
North Dakota Century Code must be paid out of the 
fund, with the fund being reimbursed by a third-party 
insurance carrier for all losses in excess of $1,000,000 
per occurrence. The limit of liability of such reinsurance 
contract is no less than $1,000,000 during each twelve 
month period. 

 
STATE BONDING FUND 

The State Bonding Fund, an Enterprise Fund, is 
financed by premiums charged to each State agency for 
the bonding of public employees and public officials. 

 
FLEET SERVICES 

 

Fleet Services, an Internal Service Fund, represents the 
State's fleet of automobiles and is administered by the 
Department of Transportation. The State is self-insured 
for substantially all automobile insurance (e.g., 
comprehensive, collision), with the exception of liability, 
which is provided by the State's Risk Management Fund 
(RMF). State agencies are charged premiums to cover 
Fleet Service's RMF assessment and to pay for those 
losses that are not covered by RMF. These premium 
charges are factored into the fees agencies are charged 
when renting the cars. 

WORKFORCE SAFETY & INSURANCE 

Workforce Safety & Insurance (WSI), an Enterprise 
Fund, is a State insurance fund and a "no fault" 
insurance system, covering the State's employers and 
employees. WSI is financed by premiums assessed to 
employers. The rate of such premiums is periodically 
adjusted to assure the solvency of WSL The premiums 
are available primarily for the payment of claims to 
employees injured in the course of employment During 
fiscal year 2013, a total of $272,288,784 in claims was 
recognized.   Incurred   but   not   reported   claims   of 
$958,709,000 have been accrued as a liability based 
primarily upon actuarial estimates. 

 
RISK MANAGEMENT FUND 

Due to the loss of sovereign immunity, the 1995 
Legislature established the Risk Management Fund 
(RMF) to pay money damages for tort claims for which 
the State is liable. The statutory liability of the State is 
limited to a total of $250,000 per person and $1,000,000 
per occurrence. The State purchases commercial 
insurance for claims in excess of coverage provided by 
the Fund and continues to transfer liabilities for medical 
malpractice and aviation to private insurance carriers. 
Settlements have not exceeded insurance coverage in 
any of the past three fiscal years. 

 
Revenues to the RMF are generated from contributions 
required from state agencies, boards and commissions, 
and the University System. The need for and amount of 
funding is determined using a projected cost allocation 
approach. The premise of this plan is that the agencies 
with greater expected loss costs should contribute more 
to the funding of the RMF than those agencies with 
lessor costs. The underlying logic is that contributions 
should roughly equal loss costs plus the expenses of 
administering the program over the long term. 

 
The RMF liabilities are reported when it is probable that 
a loss has occurred and the amount of that loss can be 
reasonably estimated. Liabilities include an amount for 
claims that have been incurred but not reported. Unpaid 
claim liabilities are based on an actuarial study of the 
outstanding loss reserve need for the fund and a 
forecast of ultimate loss and loss expense. These 
liabilities were determined on an undiscounted expected 
level of ultimate loss. Because actual claims liabilities 
are affected by complex factors including inflation, 
changes in legal doctrines, and unanticipated damage 
awards, the process used in computing claims liabilities 
does not necessarily result in exact amounts. Claims 
liabilities will be re-evaluated periodically to take in 
consideration settled claims, the frequency of claims, 
and other economic and social factors. 



121 

STATE OF NORTH DAKOTA 
 

 
 

The following table presents the changes in claims liabilities balance for the fiscal years ending June 30, 2012, 
and June 30, 2013: 

 
Fiscal 

  Year   
Beginning 

  Balance   
Current Year Claims and 

Changes In Estimates 
Claims 

Payments 
Ending 

  Balance   
2012 
2013 

$ 1,955,254 
1,801,531 

$ 178,451 
218,253 

$ 332,174   $ 
371,976 

1,801,531 
1,647,808 

 
The Risk Management Workers Compensation Program 
(WCP) was established to consolidate all state entities 
under one workers compensation account, allowing for 
transitional duty between entities. The statutory liability 
of the fund is limited to $100,000 per claim with 
Workforce Safety & Insurance, providing excess 
insurance for claims that exceed the $100,000 cap. 
WCP pays separately for this coverage. Since the 
inception of WCP on July  1, 2001, twenty-four claims 
exceeded coverage by $5,054, 117. 

 
Revenues to WCP are generated from contributions 
required from state agencies, boards, commissions, and 
the University System. The amount contributed from 
each agency is actuarially determined by Workforce 
Safety & Insurance and based upon the number of 
employees, the type of work done, and claims history of 

each entity. Each entity also pays a deductible of $250 
per claim. 

 
The WCP liabilities are reported when it is probable that 
a loss has occurred and the amount of that loss can be 
reasonably estimated. Liabilities include an amount for 
claims that have been incurred but not reported. 
Because actual claims liabilities are affected by complex 
factors including inflation, changes in legal doctrine, and 
unanticipated damage awards, the process used in 
computing claims liabilities does not necessarily result in 
exact amounts. Claims liabilities will be re-evaluated 
periodically to take into consideration settled claims, the 
frequency of claims, and other economic and social 
factors. An actual study was performed for Workforce 
Safety & Insurance. The liability estimates are based on 
that study. 

 

The following table presents the changes in claims liabilities balance for the fiscal year ending June 30, 2013: 

 
Fiscal 

  Year   
Beginning 

  Balance   
Current Year Claims and 

Changes in Estimates 
Claims 

  Payments   
Ending 

  Balance   

2012 $ 4,646,867 $ 4,772,078 $ 3,920,972 $ 5,497,973
2013 5,497,973 4,909,442 4,674,335 5,733,080
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NOTE 16 - PUBLIC ENTITY RISK POOLS 
 

A.   GENERAL 

FIRE AND TORNADO AND BONDING FUND 
 

The Fire and Tornado Fund provides property insurance 
to state agencies, political subdivisions, the International 
Peace Garden and the winter show. The Fire and 
Tornado Fund has issued 1,136 policies to participating 
entities for a total building and content coverage of $11.4 
billion. The Bonding Fund is used to provide fidelity 
bonding of public employees and officials. The Fund has 
issued 2,981 policies to participating entities. The total 
coverage for the Bonding Fund is $684.7 million. If the 
assets of these funds were exhausted, fund participants 
would not be responsible for the funds' liabilities. 

 
The Fire and Tornado and Bonding Fund are accounted 
for on the accrual basis. The Fire and Tornado Fund 
establishes claim liabilities based on estimates of the 
ultimate cost of claims that have been reported but not 
settled, and of claims incurred but not reported. The 
Bonding Fund establishes claim liabilities based on 
actual judgments obtained against the fund but not paid 
prior to fiscal year end. Liabilities for incurred but not 
reported losses have not been established as they are 
not expected to be material amounts. Neither fund 
incurred any acquisition costs that should have been 
capitalized, nor were any liabilities recognized that were 
discounted. Investment income was not considered in 
determining the existence of premium deficiencies. 

WSI is financed by premiums assessed to the employers 
of North Dakota. The premiums are available primarily 
for the payment of claims to employees injured in the 
course of employment. 

 
The operations of WSI are accounted for on the accrual 
basis. Liability for incurred but not reported and 
incomplete claims and claims expense is estimated by 
WSl's actuary. The estimate is developed by WSl's 
actuary, taking into consideration past experience of 
WSI in paying claims, and general conditions of the 
environment in which WSI operates. The liability 
includes estimates of costs to settle individual claims 
that have been reported, plus a provision for losses 
incurred but not yet reported and includes the effects of 
inflation and other societal and economic factors. WSI 
records the liability at a discounted amount. 

 
As adjustments to this estimated liability become 
necessary, such adjustments are reflected in current 
operations. Management believes the estimated liability 
for losses and loss adjustment expense is sufficient to 
cover the ultimate net cost of incurred claims, but such 
reserves are necessarily  based on estimates and the 
ultimate liability may be greater or less than the amounts 
estimated. 

 
For the  year ended June 30, 2013, the actuary 
presented an estimate in the form of a range to 
emphasize the uncertainty for a "long-tailed" liability 
insurer such as workers' compensation. These ranges 
are as follows (expressed in thousands): 

 

The Fire and Tornado Fund uses reinsurance 
agreements to reduce its exposure to large losses 
(excess of $1.0 million) on all types of its insured events. 

 
 

Full Value Basis 

Expected 
  Low  Value  High   

Reinsurance permits recovery of a portion of losses from 
reinsurers, although it does not discharge the primary 
liability of the Fund as direct insurer of the risks that are 
reinsured. The Fire and Tornado Fund does not report 
reinsured risks as liabilities unless it is probable that 
those risks will not be covered by reinsurers. 

 
WORKFORCE SAFETY & INSURANCE 

Workforce Safety & Insurance (WSI), an Enterprise 
Fund, is a state insurance fund and a "no fault" 
insurance system covering the State's employers and 
employees. At June 30, 2013, coverage extended to the 
following employers: 

 
 

Annual Premium 

(undiscounted)  $1,421,870 $ 1,603,535  $   1,757,873 
Present Value 

Basis (discounted 
at 5% rate) $ 853,350  $ 958,709   $   1,052,735 

 
WSI has adjusted the estimated liability for unpaid loss 
and loss adjustment expense to the actuary's five 
percent discounted expected value of $865,645,000 at 
June 30, 2013. 

 
While management has recorded amounts that fall within 
the ranges of estimated  liabilities as computed under 
actuarial assumptions, the high level of uncertainty 
indicates that actual losses and expenses could be 
materially higher than the recorded estimated liability. 

$250 - $5,000 18,465 WSI did not incur any acquisition costs that should have 
been capitalized at June 30, 2013. $5,001 - $50,000 5,400

$50,001 - $100,000 478
Over $100,000   450

Total Employers 24,793
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B.  RECONCILIATION OF CLAIMS LIABILITIES 

The following is a reconciliation of total claims liabilities, including an analysis of changes in aggregate liabilities for 
claims and claim adjustment expenses for the current fiscal year and the prior year (expressed in thousands): 

 
Fire And Tornado Bonding Workforce Safety & Ins 

 

 
Unpaid claims and claims adjustment expenses

2013  2012 2013       2012 2013  2012

at the beginning of the year $ 1,811 $ 3,135 $ 205 $ 202 $ 865,645 $  814,023
Incurred claims and claims adjustment 

expenses: 
     

Provision for current fiscal year 1,929 1,461 (115) 3 299,882 157,587
Change in provision for prior fiscal year     7,381 80,357

Payments and claims and adjustment expenses  
attributable to: 
Current fiscal year insured events 267 351 157 202 (52,886) (44,224)
Prior fiscal years' insured events (1,811) (3,135) (205) (202) (116,146) (89,035)

Total Payments (1,544) (2,784) (48) (169,032) (133,259)

Change in provision for discount (45,167) (53,063)

Total  unpaid  claims  and  claims  adjustment       
expenses at the end of the year $ 2,196 $ 1,812 $ 42 $ 205  $ 958,709 $  865,645

 
 

NOTE 17 - BANK OF NORTH DAKOTA 
 

GASB Statement No. 34 requires assets and liabilities of 
enterprise funds be presented in a classified format to 
distinguish between current and long-term assets and 
liabilities. The Bank of North Dakota  is the only 
government-owned bank in the United States. Banks do 
not present a classified balance sheet because current 
assets are not matched with current liabilities. 
Presentation of a classified balance sheet would give the 
false impression that there is a liquidity problem at the 
bank. Presentation of a classified balance sheet for the 
Bank of North Dakota would be misleading to the extent 
that the financial statements may be materially 
misstated. Therefore, the balance sheet of the Bank of 
North Dakota presents assets and liabilities in order of 
their relative liquidity, rather than in a classified format. 

 

NOTE 18 - COMMITMENTS AND 
CONTINGENCIES 

 
A.  LONG-TERM COMMITMENTS 

BANK OF NORTH DAKOTA 

H.B. 1021, Sections 4 & 6 - The Health Information 
Technology Office Director may request the Bank of 
North Dakota to transfer up to $8,000,000 to the Health 
Information Technology Loan Fund to meet any required 
match for federal funds or to the Electronic Health 
Information Exchange Fund to meet any required match 
for federal funds or as directed, a portion to both funds to 
meet any required match for federal funds. The Health 
Information  Technology  Office  Director  shall  request 

fund transfers from the Bank only as necessary to 
comply with federal requirements and to meet cash flow 
needs of the funds. The Health Information Technology 
Office Director may request the Bank of North Dakota to 
transfer up to $5,000,000 to the Health Information 
Technology Planning Loan Fund. The Health Information 
Technology Office Director shall request transfers from 
the Bank only as necessary to meet cash flow needs of 
the fund. For the year ended December 31, 2012, the 
Bank had transferred $1,224,000 to this fund. 

 
Under chapter 61-02.1-04 of North Dakota Century 
Code, principal and interest on State Water Commission 
bonds issued are payable from transfers to be made and 
appropriated by the legislative assembly from the water 
development trust fund as provided in section 61-02.1- 
05, then from transfers to be made and appropriated by 
the legislative assembly from revenues in the resources 
trust fund other than revenues from state taxes, then 
from appropriations of other available revenues in the 
then current biennium, and then from any  other 
revenues the State Water Commission makes available 
during the then current biennium for that purpose, 
including any federal moneys received by the state for 
the construction of flood control or reduction projects to 
pay bonds issued for that project. If sufficient funds from 
these sources are not available, then from transfers to 
be made and appropriated by the legislative assembly 
from the first available current biennial earnings of the 
Bank of North Dakota not to exceed $6,500,000 per 
biennium prorated with any other bonds payable from 
transfers to be made and appropriated by the legislative 
assembly from the available current biennial earnings of 
the Bank of North Dakota, to be credited by the trustee 
to the fund established for paying principal and interest 
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on the bonds under a trust indenture. If the bank has to 
provide a transfer to the State Water Commission to 
make principal and interest payments on these bonds, 
the State Water Commission would then have to request 
from the next legislative assembly funding to repay the 
transfer made by the bank. 

 
Chapter 6-09.7-09 provides that the Bank of North 
Dakota may guarantee the loan of money by banks, 
credit unions, lending institutions that are part of the farm 
credit system, and savings and loan associations in this 
state to eligible persons for the purchase of agricultural 
real estate or the restructuring of agricultural real estate 
loans, provided the transactions do not exceed a loan to 
value ratio of 80% and further provided that no single 
loan exceeds $400,000. The Bank may have no more 
than $8,000,000 in outstanding loan guarantees under 
this program. The Bank may guarantee up to 75% of the 
amount of principal due the lender. The guarantee term 
may not exceed 5 years. As of December 31, 2012, the 
Bank has guarantees outstanding totaling $106,000. The 
Bank had no guarantee commitments outstanding as of 
December 31, 2012. 

 
Chapter 6-09.15 provides that the Bank of North Dakota 
provide a Beginning Entrepreneur Loan Guarantee 
Program. The program includes an agreement with a 
lender that in the event of default by a beginning 
entrepreneur under a note and mortgage or other loan or 
financing agreement, the Bank shall pay the lender the 
amount agreed upon up to 85 percent of the amount of 
principal due the lender on a loan at the time the claim is 
approved. The total outstanding loans that the Bank may 
guarantee cannot exceed 5% of the Bank's tier one 
capital as define by the Department of Financial 
Institutions. A lender may apply to the Bank for a loan 
guarantee for a loan of up to $200,000. The term of the 
guarantee may not exceed five years. As of December 
31, 2012, the Bank has guarantees outstanding totaling 
$4,516,000 and had guarantee commitments 
outstanding of $558,000 included in commitments to 
extend credit. 

 
Chapter 6-09-41 of the North Dakota Century Code 
provides that the Bank of North Dakota establish and 
administer a loan guarantee program that is designed to 
expand livestock feeding and dairy farming in this state. 
This program was effective through June 30, 2009. The 
Bank may guarantee loans made by the bank, credit 
union, a savings and loan association, or any other 
lending institution in this state to the owner of a 
commercial livestock feeding operation or to the owner 
of a new or expanding dairy operation. In the event of a 
default, the Bank shall pay to the lender the amount 
agreed upon, provided that the amount may not exceed 
85% of the principal due the lender at the time the claim 
is approved. As of December 31, 2012, the Bank has 
guarantees outstanding totaling $743,000. 

 
S.B. 2371, Section 7 - The Bank shall transfer up to 
$30,000,000 from its current earnings and undivided 
profits to the  Rebuilders  Loan Program. For the year 

ended December 31, 2012, the Bank had transferred the 
entire $30,000,000 to the fund. 

 
PUBLIC EMPLOYEE RETIREMENT SYSTEM 

In 2007, the System entered into agreements with 
Sagitec Solutions, LLC and L.R Wechsler, Ltd for the 
development of its new integrated benefits 
administration system. The contract with Sagitec is $7.7 
million and the contract with L.R. Wechsler is $1 million, 
and the total appropriation for this project is 
approximately $9.6 million, which was anticipated to be 
fully completed by June 2011. As of June 30, 2013, the 
System had paid $8.6 million towards these contracts. 
The System delayed implementation of the member self- 
service functionality to 2012, therefore, the final payment 
to Sagitec was made during fiscal year 2013 upon upon 
completion of the warranty period. 

 
RETIREMENT AND INVESTMENT OFFICE (RIO) 

The State Investment Board has at June 30, 2013, 
committed to fund certain alternative investment 
partnerships for an amount of $900.0 million. Funding of 
$694.1 million has been provided leaving an unfunded 
commitment of $205.9 million. 

 
MANDAN REMEDIATION TRUST 

 

As of November 23, 2004, the North Dakota Department 
of Health entered into a quick start contract with 
Leggette, Brashears & Graham, Inc. (LBG) for the 
performance of remediation services. The amount of the 
contract was $149,262. A master services agreement 
was signed on January 18, 2005, between LBG and the 
North Dakota Department of Health for the performance 
of remediation services. Mandan Remediation Trust 
agrees to pay LBG for services rendered under the quick 
start contract and the master services agreement 
pursuant to the Mandan Remediation Trust Agreement. 
The master services agreement provides a fee schedule 
for consulting services and equipment use. LBG was 
reimbursed $289,359 during 2012 for services rendered 
under the contract. 

 
INDUSTRIAL  COMMISSION 

Under the Lignite Vision 21 Program, the Commission 
has entered into an amended contract for the amount of 
$10,000,000 with American Lignite Energy. The purpose 
of the amended contract is for conducting the FEED 
process for a coal-to-liquids plant in  Mclean  County. 
The   balance   outstanding   at   June   30,   2013,   is 
$8,649,998. In addition, the Commission has entered 
into a contract for conducting pre-FEED and FEED 
studies with Great Northern Power Development. The 
balance outstanding at June 30, 2013, is $3,572,866. 

 
Under the Lignite Research Program, the Commission 
has entered into a contract with Lignite Energy Council 
to enhance, preserve and protect North Dakota Lignite 
Industry Phase VI. The balance outstanding at June 30, 
2013 is $4,472,250. 
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Under the Oil and Gas Research Program, the 
Commission has entered into a contract with University 
of North Dakota for a public-private partnership to 
support geology and geological engineering education 
and research at UND's College of Engineering and 
Mines. The  balance outstanding  at June  30, 2013  is 
$4,000,000. Also under this program, the Commission 
has entered into a contract with the Energy and 
Environmental Research Center to determine the 
uniqueness of Three Forks Bench Reserves, determine 
optimal well density in the Bakken Pool and optimizing 
Bakken production. The balance outstanding at June 30, 
2013 is $8,000,000. 

 
The Commission also has various significant 
commitments at June 30,  2013, for the purchase of 
various types of research, services and other goods 
totaling $4, 107,303. 

 
MILL AND ELEVATOR 

 

As of June 30, 2013, the Mill had commitments to 
purchase 2,343,733 bushels of spring wheat and 
2,562,987 bushels of durum. 

 
BUILDING AUTHORITY 

 

The Authority has committed funds to complete various 
construction and modernization programs at June 30, 
2013, totaling $385,000. 

 
PUBLIC FINANCE AUTHORITY 

The Finance Authority purchased letters of credit from 
the Bank of North Dakota in order to fund the reserves 
for the Capital Financing Program Bonds. As of 
December 31, 2012, $4,252,000 of credit was available 
through these letters of credit and no funds have been 
advanced. 

 
JOB SERVICE NORTH DAKOTA 

 

As of June 30, 2013, Job Service has commitments to 
pay $2,601, 172 for purchase orders and contracts 
awarded for goods, services, software licenses, software 
support, and software server hosting to be provided in 
future  periods,  all  federally  funded.  Of  this  amount 
$2,000,000 is committed to the WyCAN Consortium to 
build a Unemployment Insurance computer system. 

 
HOUSING INCENTIVE FUND 

The Fund makes various commitments relating to 
construction projects to meet unmet housing needs 
across North Dakota. The Fund had $8,998,030 of 
signed commitments for construction projects as of June 
30, 2013. The Fund had an additional $5,590,809 of 
conditional commitments for construction projects as of 
June 30, 2013. The total paid on these commitments as 
of June 30, 2013 was $6,838,779. 

DEPARTMENT OF HUMAN SERVICES 

As of June 30, 2013, the Department of Human Services 
had significant commitments for the purchase of various 
types of services totaling $60, 127,232. 

 
AERONAUTICS   COMMISSION 

 

As of June 30, 2013, the Aeronautics Commission had 
significant commitments of approximately $2,437,607. 
This amount consists of grants to political subdivisions 
for maintenance and improvements of their airports. 

 
DAIRY PRODUCTS PROMOTION COMMISSION 

As of June 30, 2013, the Dairy Products Commission 
had significant commitments of $152,500. This amount 
consists of a contract with Midwest Dairy Association to 
implement and administer  programs intended to 
contribute to the betterment of North Dakota dairy 
farmers and the State's dairy industry. The contract also 
provides the Commission with administrative, financial, 
and reporting services. 

 
NORTH DAKOTA SOYBEAN COUNCIL 

As of June 30, 2013, the North Dakota Soybean Council 
had significant commitments of $1,542,552. This amount 
mainly consists of grants for the research and 
development of soybeans. 

 
STATE WATER COMMISSION 

As of June 30, 2013, the State Water Commission had 
long-term commitments of $175,723,325 for various 
water projects. 

 
NORTH DAKOTA DEPARTMENT OF 
TRANSPORTATION 

At June 30, 2013, the North Dakota Department of 
Transportation (Special Revenue Fund) had non- 
construction  contract  commitments  of  approximately 
$42.0 million. 

 
Construction commitments at June 30, 2013,  totaled 
approximately $635.0 million, of which $219.0 million 
represents federal programs which are cost 
reimbursable. These commitments will be funded with 
future appropriations as work is performed. 
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UNIVERSITY  SYSTEMS 

Contracts for the construction of various projects on 
behalf of the University System have been let as follows 
(expressed in thousands): 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

NORTH DAKOTA DEVELOPMENT FUND 
 

The board of directors has approved equity investments, 
loans, grants, and guaranty of collections at June 30, 
2013, for which funds have not been disbursed or written 
agreements entered into in the amount of $2,714,634. 

 
OTHER CONSTRUCTION COMMITMENTS 

payments (e.g., volume adjustments). The net effect of 
these adjustments on future payments is unclear. 

 
The State had not settled any cases before June 30, 
2013, in which the settlement had not been paid as of 
June 30, 2013. 

 

C.  QUESTIONED COSTS 

The State receives federal financial assistance which is 
subject to review and audit by the Office of the State 
Auditor and the federal government. This assistance is 
generally conditioned upon compliance with certain laws 
and regulations. Disallowed and questioned costs 
relating to federal assistance could become a liability to 
the State. The State estimates that the ultimate 
disallowances pertaining to federal assistance, if any, 
will be immaterial to its overall financial condition. 

 
The single audit of the State of North Dakota for the two- 
year period ending June 30, 2012, was completed and 
issued in March of 2013. As a result of this audit, 
approximately $115,976 of identifiable questioned costs 
was noted. Also, there were several findings which had 
potentially significant, unknown, questioned costs. The 
State is cooperating with the federal government to 
resolve the findings and is optimistic these findings will 

Highway Patrol 
Office of Attorney General 
Department of Human Services 
Department of Corrections 
Adjutant General 
Game and Fish 
Historical Society 
Transportation 

 

B.  LIT/GA TION 

$ 1,024 
370 

67,894 
4,898 
5,765 

69 
10,109 

251,351 

not have a material impact on the State. 
 

NOTE 19 - EXTRAORDINARY ITEM 
 

 
STATE FAIR 

 

During the month of June 2011, flooding from the Souris 
River directly impacted the North Dakota State Fair 
Association, resulting in the cancellation of the State Fair 
and causing significant damage to the buildings and 
other properties. Total final expenses to repair and clean 

The estimated loss in all of the litigation against the 
State in which a loss to the State is probable is 
estimated at zero. Litigation that is reasonably possible 
to result in an unfavorable outcome is estimated at a 
range of $960,000 to $1,010,000. 

 
The estimated gain in all the litigation brought by the 
State  in  which  a  gain  is  probable  is  estimated  at 
$1,349,500. 

 
In November 1998, the North Dakota Attorney General 
joined forty-five other states and five territories in a 
settlement agreement against the nation's largest 
tobacco manufacturer. The Master Settlement 
Agreement  includes base payments to states totaling 
$220.6 billion for the next 25 years, and continues in 
perpetuity. North Dakota's share of the settlement is 
expected to be $866 million over the next 25 years. The 
amount of the annual payment is subject to a number of 
modifications, including adjustments for inflation and 
usage volumes. Some of the adjustments may result in 
increases in the payments (inflation, for example), or 
other  adjustments  will  likely  cause  decreases  in the 

the property are not final, and still in process at year- 
end. Costs are expected to be substantially recovered 
from federal financial assistance programs. Included in 
the State's financial statements are $1,767,739 in 
expenditures incurred or payable and $1,424,750 in 
federal grants receivable from the Federal Emergency 
Management Agency. 

 

NOTE 20 - SPECIAL ITEM 
 

WORKFORCE SAFETY & INSURANCE 

Previous to July 1, 2012, the Agency  contracted with 
multiple software development companies to develop a 
software replacement project. The Agency cancelled this 
project during fiscal year 2013 resulting in a write-off of 
construction in progress totaling $14,728,630, which is 
shown as a special item on the Government-wide 
Statement of Activities - Governmental Activities. 

Original 
Issue 

Paid To 
  Date   

Amount To 
Be Paid 

BSC $ 8,059 $ 965 $ 7,094
DCB 594 564 30
DSU 129 11 118
MASU 9,008 8,983 25
MiSU 4,074 3,554 520
NDSCS 18,032 15,585 2,447
NDSU 70,609 64,743 5,866
UNO 20,859 14,766 6,093
vcsu 8,044 7,826 218
wsc 9,040 9,000 40
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N OTE 21 - SUBSEQU ENT EVENTS 

STATE INVESTMENT BOARD 

In February 2009, the State was notified of legal action 
being taken against one of its investment advisors. The 
principals of WG Trading Company (WGTC), the 
broker/dealer for the Westridge Capital Management 
portfolios, were charged with securities fraud for 
allegedly diverting investor funds for their personal use. 
The State was an investor along with numerous other 
public and private pension funds. Investors had been 
offered two options: invest directly in WGTC by 
purchasing a limited partnership interest in it; or lend 
money to WG Trading Inc. (WGTI). WGTC was subject 
to SEC regulation, capital requirements, reporting and 
oversight, whereas WGTI was an unregulated and 
unaudited entity. The State chose to invest directly in the 
regulated, audited WGTC. 

 
At the time the Commodity Futures Trading Commission 
(CFTC) and SEC charges were filed, the court appointed 
a receiver to take control of any recoverable assets. The 
receiver recommended the court distribute the recovered 
assets as follows: pool the assets of WGTC and WGTI, 
and distribute those assets pro rata to all investors. The 
receiver's method did not take into consideration the 
terms in which each investor entered into the investment 
(i.e. limited partnership interest versus note holder 
agreement), even though the majority of the WGTC 
assets were intact and the fraud predominantly occurred 
with WGTI. The State joined with other WGTC investors 
and objected to a pro rata distribution to all investors. 
The receiver and the WGTI investors opposed. The 
court agreed with the receiver and in April, 2011, the 
recovered assets were distributed to all investors in a 
pro rata distribution based on net investment balances. 
The State received a total distribution of $63.9 million, 
which represented approximately 85% of its remaining 
cost basis with WGTC. 

 
The State does not agree with the method used to 
distribute the assets, and along with the other limited 
partners is appealing the District Courts' ruling. It is the 
State's position that the District Court incorrectly 
determined the amount of the distribution; and that the 
audited limited partners are entitled to a greater share of 
the recovered assets than the unaudited note holders. In 
April 2013, the District Court's original ruling was upheld 
by the United States Court of Appeals for the Second 
Circuit and the State received an additional $3.1 million 
pro rata distribution, bring the total distributions received 
to $67.1 million. It should be noted that the receiver 
continues to pursue certain "clawback" actions and to 
dispose of various real and personal property held by the 
receiver in order to recover additional funds that may 
eventually be distributed to the investors, including the 
State. While future additional distributions are possible, 
the amount of any additional distributions to the State 
will likely be small as compared to the prior distributions. 
Total distributions to date have resulted in a net realized 
loss attributable to the fraud of $8.2 million which was 

allocated to the participating pooled funds as follows 
(express in thousands): 

 
The State has been listed as a defendant in a putative 
defense class action originally filed in the United States 
Bankruptcy Court for the District of Delaware, styled The 
Official Committee  of  Unsecured  Creditors  of   
Tribune Company  v.  Fitzsimmons,  et  al., Bankr.  
Case No. 10- 54010 (the "Adversary Proceeding"), and  
subsequently transferred to a multi-district litigation  
proceeding in the United States District Court for the  
Southern District of New York, Case Nos. 12-cv-02652,  
and 11-md-02296. In addition to the Advisory   
Proceeding, other Tribune creditors have filed  
numerous state court actions (the "State Court   
Actions") to assert fraudulent transfer claims against 
certain recipients of the offering described below. The 
State was not named in any of these actions, which  
have been consolidated and transferred to the MDL  
Proceeding (the State Court Actions together with the 
Adversary Proceeding, the "Tribune LBO Litigation"). 

 
The Adversary Proceeding arises out of a leveraged 
buyout by which the Tribune Company converted to a 
privately held company in 2007 pursuant to which 
beneficial owners of Tribune stock were paid  $34 a 
share. The Official Committee of Unsecured Creditors 
(the "Committee") contends that there was misconduct in 
connection with that offering, including fraud. No such 
allegations have been made against the State. 
Nevertheless, the Committee seeks to recover the 
payments made pursuant to the offering to beneficial 
owners, allegedly including the State (among thousands 
of other putative shareholder defendants) in connection 
with the leveraged buyout. The State's records indicate 
that it received, in the aggregate, $1,003,000 in Tribune 
leveraged buyout payments, comprised of two separate 
payments. 

 
The Committee purportedly served the State with a copy 
of the summons and complaint in the Adversary 
Proceeding on or about February 13, 2012. On July 26, 
2013, the Court granted the Litigation Trustee leave to 
file a Fifth Amended Complaint. A response to the 
Litigation Trustee's Fifth Amended Complaint will not yet 
be required, and the Court has stayed all discovery 
pending its disposition of a Motion to Dismiss in the 
State Court Actions. The Court held a hearing on May 
23, 2013, and took the matter under advisement. In large 
part, however, the Adversary Proceeding has been 
stayed from its inception, and continues to be stayed. No 
substantive motions or answers have been filed by the 
State or any other defendant in response to the 
complaint. Under the circumstances, we are not able to 
assess the likelihood of a loss to the State or predict the 
probability of a favorable or unfavorable outcome or the 
amount of potential loss, in the event of an unfavorable 
outcome. 
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BANK OF NORTH DAKOTA 

Subsequent to the Bank's year end, Bank of North 
Dakota prepaid $67 million of FHLB advances and called 
$10 million of FHLB Advances. The maturities of these 
advances varied from August 2016 to October 2018. 
Approximately $8.9 million in prepayment penalties were 
assessed the Bank to unwind the advances, however 
interest savings realized over the maturities will result in 
a net gain. 

 
In January 2013, the Bank transferred $7,500,000 from 
Undivided Profits to the Health Information Exchange in 
accordance with H.B. 1021. 

 
HOUSING  FINANCE 

 

Subsequent to June 30, 2013, the agency issued the 
Series 2013 A Housing Finance Program Bond Funds 
totaling $69,970,000. In addition, the Agency securitized 
mortgage loans to create mortgage backed securities 
which were sold for proceeds of $21,597,000. 

 
PUBLIC FINANCE AUTHORITY 

Subsequent  to  June  30,  2013,  the  Authority  issued 
$51,375,000 of Capital Financing Program Bonds, 
Series 2013A. The bonds are payable in annual principal 
payments and semi-annual interest payments through 
2033. The interest rate on the bonds vary from 3.0% to 
4.0%. 

 
UNIVERSITY OF NORTH DAKOTA 

 

On November 7, 2013, the University of North Dakota 
issued $8.3 million in revenue bonds to finance the 
purchase of the Hamline Square. Hamline Square is a 
77 unit apartment complex built by a private develop 
located on University land. In fiscal year 2013, the 
building was record in the University's financial 
statements as a capital asset and capital lease liability. 
In fiscal year 2014, the asset will remain on the 
University's financial statements and the debt will move 
from a capita lease liability to a bond payable liability. 
The bonds are payable in annual payments through 
2034 and have an interest rate ranging from 2.00 
percent to 4.10 percent. 

 
In September 2013, the University of North Dakota 
entered into a financing agreement for the purchase of a 
50,000 square foot research building owned by the UND 
Research Foundation. The loan is $9,800,000, 
amortized for years at 5.38$ with a balloon payment of 
$7.4 million on September 1, 2023. 

 
HOUSING INCENTIVE FUND 

In July 2013, the Fund made conditional commitments 
for construction projects of $20,387,542. These 
commitments are dependent on the Fund receiving 
enough contributions from taxpayers to fund the projects 
and the project meeting the final construction 
requirements to receive those funds. 

NORTH DAKOTA STATE UNIVERSITY 

On October 21, a closing was held where NDSU sold an 
airplane and paid off the related lease payable through 
the NDSU Development Foundation. The airplane's 
sales price was $1,350,000 and the lease payoff was 
$1,088,7853 (including $28,972 interest). After deducting 
a $1,000 closing fee, the cash proceeds of $260,247 
were sent to NDSU and are being held in local 
unrestricted funds. Both the capital asset and related 
debt will be removed from NDSU's general ledger in 
fiscal year 2014. 

 
On November 4, 2013, NDSU used the 10 year  call 
provision in the Series 2003 lease revenue bond 
indenture to pay off the remaining bonds in the amount 
of $2,695,984. These bonds were issued through the 
NDSU Development Foundation in 2003 to construct the 
Equine Science Center and have been treated like a 
capital lease on NDSU's records. This debt will be 
removed from NDSU's general ledger in fiscal year 
2014. 

 
NOTE 22 - NEW PRONOUNCEMENTS 

 
The State implemented the following new 
pronouncement for fiscal year 2013: 

 
GASB Statement No. 60, "Accounting and Financial 
Reporting for Service Concession Arrangements" will be 
effective for financial statement periods beginning after 
December 15, 2011 and generally would be required to 
be applied retroactively for all periods presented. This 
statement aims to improve financial reporting by 
addressing issues related to service concession 
arrangements (SCAs), which are a type of public-private 
or public-public partnership. A SCA is an arrangement 
between a transferor (a government) and an operator 
(governmental or nongovernmental entity) in which a) 
the transferor conveys to an operator the right and 
related obligation to provide services through the use of 
infrastructure or another public asset in exchange for 
significant consideration, and b) the operator collects 
and is compensated by fees from third parties. 

 
GASB Statement No. 61, "The Financial Reporting 
Entity: Omnibus" will be effective for financial statement 
periods beginning after June 15, 2012 with earlier 
application encouraged. The statement will improve 
financial reporting for a governmental financial reporting 
entity. The requirements of Statement No. 14, "The 
Financial Reporting Entity", and the requirements of 
Statement No. 34, "Basic Financial Statements-and 
Management's Discussion  and Analysis-for State and 
Local Governments", were amended to better meet user 
needs and to address reporting entity issues that have 
arisen since the issuance of those Statements. 

 
GASB Statement No. 62, "Codification of Accounting 
and Financial Reporting Guidance Contained in Pre- 
November 30, 1989 FASB and AICPA Pronouncements" 
will be effective for financial statement periods beginning 
after   December   15,   2011   with   early   application 
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encouraged. The Statement brings the authoritative 
accounting and financial reporting literature together in 
one place, with the guidance modified as necessary to 
appropriately recognize the governmental environment 
and the needs of governmental financial users. It will 
eliminate the need to financial statement preparers and 
auditors to determine which FASB and AICPA 
pronouncement provisions apply to state and local 
governments, resulting in a more consistent application 
of applicable guidance in financial statements of state 
and local governments. 

 
GASB Statement No. 63, "Financial Reporting of 
Deferred Outflows of Resources, Deferred Inflows of 
Resources, and Net Position", is effective for periods 
beginning after December 15, 2011. This statement is 
intended to improve the financial reporting by 
standardizing the presentation of deferred outflows of 
resources and deferred inflows of resources and their 
effects on a government's net position. 

 
The State will implement the following new 
pronouncements for fiscal years ending after 2013: 

GASB Statement No. 65, "Items Previously Reported as 
Assets and Liabilities" is effective for financial 
statements for periods beginning after December 15, 
2012. This statement establishes accounting and 
financial reporting standards that reclassify, as deferred 
outflows of resources or deferred inflows of resources, 
certain items that were previously reported as assets 
and liabilities. and recognizes, as outflows of resources 
or inflows of resources, certain items that were 
previously reported as assets and liabilities. 

 
GASB Statement No. 66, "Technical Corrections - 2012 
- an amendment of GASB Statements No. 10 and No. 
62", is effective for financial statements for periods 
beginning after December 15, 2012. The objective of this 
statement is to improve accounting and financial 
reporting for a governmental financial reporting entity by 
resolving conflicting guidance that resulted from the 
issuance of two pronouncements, Statements No. 54, 
"Fund Balance Reporting and Governmental Fund Type 
Definitions", and No. 62, "Codification of Accounting and 
Financial Reporting Guidance Contained in Pre 
November 30, 1989, FASB and AICPA 
Pronouncements". 

 
GASB Statement No. 67, "Financial Reporting for 
Pension Plans", is effective for financial statements for 
periods beginning after June 15, 2013. The objective of 
this statement is to improve financial reporting by state 
and local governmental pension plans. This statement 
results from a comprehensive review of the effectiveness 
of existing standards of accounting and financial 
reporting for pensions with regard to providing decision- 
useful information, supporting assessments of 
accountability and inter-period equity, and creating 
additional transparency. The statement replaces the 
requirements of Statements No. 25, "Financial Reporting 
for Defined Benefit Pension Plans and Note Disclosures 
for Defined Contribution Plans", and No. 50, "Pension 

Disclosures", as they  relate to pension plans that are 
administered through trusts or equivalent arrangements 
(hereafter jointly referred to as trusts) that meet certain 
criteria. The requirements of Statements 25 and 50 
remain applicable to pension plans that are not 
administered through trusts covered by the scope of this 
statement and to defined contribution plans that provide 
postemployment benefits other than pensions. 

 
GASB Statement No. 68, "Accounting and Financial 
Reporting for Pensions", is effective for financial 
statements for periods beginning after June 15, 2014. 
This statement establishes accounting and financial 
reporting requirements related to pensions for 
governments whose employees are provided with 
pensions through pension plans that are covered by the 
scope of this statement, as well as for non-employer 
governments that have a legal obligation to contribute to 
those plans. This statement establishes a definition of a 
pension plan that reflects the primary activities 
associated with the pension arrangement-determining 
pensions, accumulating and managing assets dedicated 
for pensions, and paying benefits to plan members as 
they come due. 

 
GASB Statement No. 69, "Government Combinations 
and Disposals of Government Operations", establishes 
accounting and financial reporting standards related to 
government combinations and disposals of government 
operations. The requirements of this Statement are 
effective for government combinations and disposals of 
government operations occurring in financial reporting 
periods beginning after December 15, 2013, and should 
be applied on a prospective basis. Earlier application is 
encouraged. 

 
GASB Statement No. 70, "Accounting and Financial 
Reporting for Nonexchange Financial Guarantees", 
requires a government that extends a nonexchange 
financial guarantee to recognize a liability when 
qualitative factors and historical data, if any, indicate that 
it is more likely than not that the government will be 
required to make a payment on the guarantee. This 
Statement also requires a government that has issued 
an obligation guaranteed in a nonexchange transaction 
to report the obligation until legally released as an 
obligor. Or a government that is required to repay a 
guarantor for making a payment on a guaranteed 
obligation or legally assuming the guaranteed obligation 
to continue to recognize a liability until legally released 
as an obligor. This Statement also provides additional 
guidance for intra-entity nonexchange financial 
guarantees involving blended component units. The 
provisions of this Statement are effective for reporting 
periods beginning after June 15, 2013. Earlier 
application is encouraged. Except for disclosures related 
to cumulative amounts paid or received in relation to a 
nonexchange financial guarantee, the provisions of this 
Statement are required to be applied retroactively. 
Disclosures related to cumulative amounts paid or 
received in relation to a nonexchange financial 
guarantee may be applied prospectively. 
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STATE OF NORTH DAKOTA 
 

Required Supplemental Information 
Budgetary Comparison Schedule 
General Fund 
For the Biennium Ended June 30, 2013 

 

Approved Appropriation Adjusted Actual Difference 
Budget Adjustments Budget Biennium Uncollected/ 

2011-2013 2011-2013 2011-2013 To Date Unspent 
  84ennium Biennium Biennium Thru 6-30-13 Thru 6-30-13   

Budgetary Fund Balance, July 1 660,231,525 660,321,525 861,080,338 200,758,813 
 

Resources (Inflows): 
Sales and Use Tax 1,382,234,660 777,763,356 2,159,998,016 2,196,977,793 36,979,777 
Income Tax 670,909,334 592,525,450 1,263,434,784 1,431,975,483 168,540,699 
Financial Institutions Tax 5,041,666 2,241,494 7,283, 160 11,236,510 3,953,350 
Oil And Gas Production Tax 133,834,000 29,624,104 163,458, 104 163,458, 104 
Oil Extraction Tax 166,166,000 (29,624,104) 136,541,696 136,541,696 
Insurance Premium Tax 70,560,000 8,082,395 78,642 ,395 82,857,729 4,215 ,334 
Cigarette , Cigar and Tobacco Tax 43,902,000 10,583,013 54 ,485,013 53,723,649 (761,364) 
Wholesale Liquor Tax 14,934,000 2,644,477 17,578,477 17,617,501 39,024 
Coat Conversion Tax 35,764 ,000 3,661,126 39,425,126 38,399,414 (1,025,712) 
Gaming Tax 9,241,952 2,067,817 11,309,769 11,136,421 (173,348) 
Lotlery 11,000,000 1,500,000 12,500,000 14,300,000 1,800,000 
Department Fees and Collections 63,284,446 8,649,808 71,934,254 76,994,265 5,060,011 
Mineral Leasing Fees 17,000,000 17,781,711 34,781,711 43,052,074 8,270,363 
Motor Vehicle Excise Tax 183,039,167 75,926,338 258,965,505 252,725,403 (6,240, 102) 
Interest on Public Funds 42,700.000 (28,533,284) 14,166,716 13,671,280 (495,436) 
Gas Tax Administration   1,485,000   1,485,000   1,673,990  188,990 
Transfers In  606,650 ,000  606 ,650  000 609,513,047 .84  2 ,863,048   
Total Revenue Inflows  3,457  746,225 1,474,893  701 4,932,639,926  5,155 854 560 223,214  634 

 
 

Amounts Available for Appropriation 4  117,977,750 1 474 893,701 5,592 ,871  451 6,016  934,898 424,063  447 
 

 

Charges to Appropriations (Outflows): 
General Government: 

Governor's Office 3,773,942 3,773,942 3,452,614 321,328 
Secretary of State 9,016,160 93,000 9, 109,160 7,758,124 1,351,036 
Secretary of State Public Printing 310,000 310,000 261,500 48 ,500 
Office of Management end Budget 403,892,699 108,299,322 512, 192,021 500,447,294 11,744,727 
Information  Technology 19,252,204 2,376,580 21,628,784 17,240,523 4,388,261 
State Auditor 7,143,808 1,320 7,145,128 7,106,145 38,983 
State Treasurer 26,705,390 124,108,840 150,814,230 150,516,419 297,811 
Attorney General 31,542,245 416 ,200 31,956,445 31,923,239 35,206 
Ta;11; Department 39,238,449 1,031,855 40,270,304 37,552,023 2,718,261 
Legislative Assembly 14,267,917 2,644,736 16,912,653 14,464,121 2,448,532 
Legislative  Council 11,561,158 3,489,755 15,050,913 9,321,899 5,729,014 
Supreme Court 83,482,362 83,482,362 80,994,564 2,487 ,798 
Legal Counsel for Indigents 9,808,430 9,808,430 9,808,324 106 
Public Employees Retirement System 

Education: 
Public Instruction 1,243,980,651 9,547,500 1,253,528,151 1,241,068,454 12,459,697 
Land Department 30,017,722 30,017,722 3,845,237 26, 172,485 
Education Practices & Standards Board 
State Library 5,263 ,975 5,263,975 5,263, 134 841 
School for the Deaf 6,716.772 145,611 6,864,383 6,782,487 81,896 
School for the Blind 3,797,240 3,797,240 3,797,127 113 
Vocational Education 27,981.679 27,981,679 27  ,981,679 

Health & Human Services: 
Dept. of Health 34,013,780 570,685 34,584,465 32,947,044 1,637,421 
Veteran's Home 5,553,323 1,542,126 7,095,449 6,484,081 611,368 
Indian Affairs  Commission 822,878 2,328 825,206 787,890 37,316 
Veteran's  Affairs 1,417,219 1,417,219 1,384,928 32,291 
Dept. of Human Services-Management 32,777,092 11,840,108 44,617,200 27,984,864 16,632,336 
Dept of Human Services-Program and Policy 737.967,143 19,009.474 756,976,617 747,117,496 9,859,119 
Dept of Human Services-Centers 161,280,984 85,694 161,366,678 161,113,212 253,466 
Proteciion and Advocacy 1,985,365 1,985,365 1,965 ,356 9 
Job Service 1.879,892 20,247 1,900,139 1,402,509 497 ,630 

Regulatory : 
Insurance  Commission 
Industrial Commission 17,075,613 1,000,000 18,075,613 16,672,482 1,403,131 
Labor  Commission 1,540,125 10,000 1,550,125 1,480,616 69,509 
Public Service Commission 6,020,215 3,600 6,023,815 5,693 ,828 329,967 
Securities  Commissioner 1,909,220 1,909,220 1,723,530 185,690 

Public Safety and Corrections: 
Highway Patrol 34,443,274 981,870 35,425,144 35,343,073 82,071 
Division of Emergency Management 
Corrections & Rehab 159,565,919 2,828,813 162,394,732 159,331,471 3,063,261 
Adjutant General 29,353,555 5,650,598 35,004,153 30,720,466 4,283,687 

Agriculture & Commerce: 
Department of Commerce 41,759,865 7,030,421 48,790,286 44,339,550 4,450,736 
Department of Agriculture 8,196,746 64,609 8,261,355 8,215,672 45,683 
State Fair 730,000 674,361 1,404,361 1,134,731 269,630 
Racing Commision 317,501 317,501 317,500 1 

Natural Resources: 
Historical Society 13,034,891 35,128,705 48,163,596 42,465 ,857 5,697,739 
Council on the Arts 1,363,602 1,363,602 1,327,296 36,306 
Parks and Recreation 16,623,556 1,026,210 17,649,766 16,928,860 720,906 
Water Commission 14,995,199 14,995,199 14,253,825 741,374 

Transportation: 
Aeronautics  Commission 554,500 554,500 554,500 
Department of Transportation 5,850,000 261, 138,893 266,988,893 107,775,759 159,213,134

Transfers Out  788,065,254 35,488,560 823,573,814 806,026 ,872 17,546,943

Total Charges to Appropriations 4,066 ,853,792 666,269,744 4,733 123 536 4,435 ,098,177 298 025 359

Ending Budgetary Fund Balance 51,123,958 808,623 957 859,837,915 1,581,836,721 721,998,806



133 

STATE OF NORTH DAKOTA 
 

Required Supplemental  Information 

Budgetary Comparison Schedule 

Budget to GAAP Reconciliation 

General Fund 

For the Biennium Ended June 30, 2013 
 
 
 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and 
for the General Fund Expenditures 

 

 
Sources/Inflows of resources 

 

Actual Amounts (budgetary basis) "total revenue inflows" 
from the budgetary comparison schedule 

 
Backing out revenue from 2012 

 

Differences-Budget to GAAP: 

The period of availability for revenue recognition for budget purposes differs from 
the GAAP basis. 

5,155,854,560 
 
 

(2,520,275,804) 
 
 

 
49,879,395 

 

Certain due from other funds are recorded under GAAP, but not Budget 925,815,672.48

Reimbursement activity between state agencies is eliminated only for GAAP (345,420)

Proceeds are recorded for new capital leases on GAAP, but not for Budget 108,689

Repayment received on loan receivable are revenue for Budget to GAAP (64,691)

Total revenues and transfers as reported on the statement of revenues,  
expenditures, and changes in fund balance-governmental funds $ 3,610,972,401

 
Uses/Outflows of resources 

 

Actual amounts (budgetary basis) "total charges to appropriations" 
from the budgetary comparison schedule 

 
Back out expenditures from 2012 

 
 

Estimated liabilities are recorded as expenditures for GAAP but not for Budget 

 

4,435,098, 177 
 

(2,224,144,068) 
 
 

(24,463,338) 
 
 

New capital leases are recorded as expenditures for GAAP, but not for Budget 108,689

Certain due to other funds are recorded under GAAP, but not for Budget 
 
Total expenditures and transfers as reported on the statement of revenues,

(6,273,676)

expenditures, and changes in fund balance-governmental funds $  2, 180,325,784
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STATE OF NORTH DAKOTA 
 

Required Supplemental Information 
Budgetary Comparison Schedule 
Federal Fund 
For the Biennium Ended June 30, 2013 

 
 

Approved Appropriation Adjusted  Actual Difference 
Budget Adjustments Budget Biennium Uncollected/ 

2011·2013 2011-2013 2011-2013 To Date Unspent 
Biennium  Biennium  Biennium  Thru 6·30-13  Thru 6·30·13 

Budgetary Fund Balance, July 1 $ $  $  $  $ 

Resources (Inflows): 
Other Budgeted  Income 3,279,019, 744 973,062,089 4,252,081,833 3,102,301,183 (1,149,780,649) 

 
 

Total Revenue Inflows 3,279,019,744 973,062,089 4,252,081,833 3,102,301,183 (1,149,780,649) 
 

 

Amounts Available for Appropriation 3,279,019,744 973,062,089 4,252,081,833 3,102,301,183 1,149,780,649 
 

 
Charges to Appropriations (Outflows): 
General Government: 

Governors  Office 21,517,716 (9,215,990) 12,301,726 12,240,725 61,001 
Secretary of State 6,056,812 (250,000) 5,806,812 1,906,387 3,900,425 
Office of Management & Budget 

Information Technology 10,325,000 10,325,000 4,482,449 5,842,551 
State Auditor 918,583 10,000 928,583 924,992 3,591 

Attorney  General 13,363,481 100,000 13,463,481 7,688,951 5,774,530 

Tax Department 10,000 115,000 125,000 16,840 108,160 
Administrative Hearings 

Legislative Assembly 

Supreme Court 1,856,775 1,856,775 1,503,740 353,035 

Legal Counsel for Indigents 
 

Education: 
Public Instruction 

 
347,668,814

 
(12,231,795)

 
335,437,019

 
283,270, 195 

 
52,166,824

State Library 2,042,758 2,042,758 1,945,199 97,559

School for the Deaf 
School for the Blind 
Vocational Education 

266,701

 
10,561,914

40,000 306,701

 
10,561,914

267,630 

 
8,673, 142 

39,071

 
1,888,772

Health & Human Services: 

Dept. of Health 
 

122,681,625
 

3,606,498
 

126,288,123
 

103,110,505 
 

23,177,618

Tobacco Prevention & Control 

Veteran's  Home   
29,475

 
29,475

 
29,475  

Indian Affairs 
Dept. of Human Services-Management 

 
45,802,544

 
67,302,783

 
113,105,327

 
53,173,170 

 
59,932,157

Dept. of Human Services-Program and Policy 1,417,023,189 (15, 106,219) 1,401,916,970 1,202,883,065 199,033,905

Dept. of Human Services-Centers 96,532,031 488,846 97,020,877 88,950,704 8,070, 173

Protection and Advocacy 3,118,888 3,118,888 2,610,421 508,467

Job Service 69,600,082 2,600,000 72,200,082 50,943,874 21,256,208

Regulatory: 
Insurance Department 1,812,751 1,450,768 3,263,519 923,349 2,340,170

Industrial Commission 263,485 263,485 256,990 6,495

Labor Commission 424,511 165,400 589,911 563,755 26,156

Public Service Commission 12,036,648 12,036,648 10,811,103 1,225,545

Finanacial Institutions 
Securities Commission 

Public Safety and Corrections: 
Highway Patrol 
Division of Emergency Management 
Corrections & Rehab 

6,499,563 

 
8,249,468

 6,499,563 

 
8,249,468

5,445,515 

 
6,870,576 

1,054,048 

 
1,378,892

Adjutant  General 

Agriculture & Commerce: 
Department of Commerce 

211,335,824 

 
79,868,603

333,050,442 

 
242,000,000

544,386,266 

 
321,868,603

247,766,949 

 
65,568,983 

296,619,317 

 
256,299,620

Department of Agriculture 7,479,497 7,479,497 5,151,209 2,328,288

State Seed 
Natural Resources: 

Historical Society 
 

3,550,413
  

3,550,413
 

1,876,912 
 

1,673,501

Council on the Arts 1,791,345 1,791,345 1,480,321 311,024

Game and Fish 29,902,607 2,500,000 32,402,607 27,875,693 4,526,914

Parks and Recreation 6,757,335 (2,000,705) 4,756,630 3,201,717 1,554,913

Water Commission 53,984,383 53,984,383 21,038,879 32,945,504

Transportation: 
Aeronautics Commission 

 
4,696,000

  
4,696,000

 
569,297 

 
4, 126,703

Department of Transportation 681,020,398 358,407,585 1,039,427,983 878,278,471 161,149,512

Total Charges to Appropriations 3,279,019, 744 973,062,089 4,252,081,833 3,102,301,183 1,149,780,649

Ending Budgetary Fund Balance $ $ $ $ 0 $ 0
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STATE OF NORTH DAKOTA 
 

 
 

Required Supplemental  Information 

Budgetary Comparison Schedule 

Budget to GAAP Reconciliation 

Federal Fund 
For the Biennium ended June 30, 2013 

 
 
 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and 
for the Federal Fund Expenditures 

 
Sources/Inflows  of resources 

 
Actual Amounts (budgetary basis) "total revenue inflows" 

 

from the budgetary comparison schedule 3, 102,301, 183

Backing out 2012 activity (1,728,251,586)

Differences-Budget to GAAP:  

The period of availability for revenue recognition for budget purposes differs from 11,238,820
the GAAP basis. 

 

Total revenues and transfers as reported on the statement of revenues, 
 

expenditures, and changes in fund balance-governmental funds $ 1,385,288,417 
 
 

Uses/Outflows of resources 

 
Actual amounts (budgetary basis) "total charges to appropriations" 

 

from the budgetary comparison schedule 3,102,301,183

Backing out 2012 activity (1,728,251,586)

Differences-Budget to GAAP: 
Estimated liabilities are recorded as expenditures for GAAP but not for Budget 

 
 

17,830,173 

New Loans issued are expenditures for Budget but not for GAAP (2,078,495)

GAAP, but not Budget expenditures are reduced by year end inventory balances 5,909,374

lntrafund activity eliminated for GAAP (9,263,455)

Certain due to other funds are recorded under GAAP, but not for Budget (20,078)

Total expenditures and transfers as reported on the statement of revenues,  

expenditures, and changes in fund balance-governmental funds $ 1,386,427,116
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STATE OF NORTH DAKOTA 
 

Required Supplemental Information 
Budgetary Comparison Schedule 
State Fund 
For the Biennium Ended June 30, 2013 

 
 

Approved Appropriation Adjusted  Actual  Difference 
Budget Adjustments Budget Biennium Uncollected/ 

2011-2013 2011-2013 2011-2013 To Date Unspent 
  Biennium Biennium Biennium Thru 6-30-13 Thru 6-30-13   

 

Budgetary Fund Balance, July 1 
 

Resources (Inflows): 
$ $ $ $ $  

Other Budgeted Income 2, 156,778,567 369,445,637 2,526,224,204 1,875,882,743 (650,341,461)

Total Revenue Inflows 2, 156,778,567 369,445,637 2,526,224,204 1,875,882,743 (650,341,461)

Amounts Available for Appropriation 2, 156,778,567 369,445,637 2,526,224,204 1,875,882,743 (650,341,461)

 
Charges to Appropriations (Outflows):      
General Government: 

Govemos Office 
Secretary of State 730,172 548,526 1,278,698 983,478 295,220
Office of Management & Budget 10,514,461 10,514,461 8, 123,509 2,390,952
Information Technology 134,751,683 19,346,077 154,097,760 115,837,108 38,260,652
State Auditor 1,508,939 (10,000) 1,498,939 1,295,860 203,079

Attorney General 14,063,696 553,675 14,617,371 8, 168,744 6,448,627
Tax Department 
Administrative Hearings 1,827,199 500,000 2,327,199 2,071,720 255,479
Legislative Assembly 70,000 70,000 63,071 6,929

Supreme Court 325,499 325,499 311,570 13,929

Legal Counsel for Indigents 1,970,852 1,970,852 1,846,438 124,414

Public Employees Retirement System 6,867,890 597,338 7,465,228 6,609,238 655,990

Education: 
Public Instruction 108,534,609 2,214,423 110,749,032 110,745,916 3,116

Land Department 105,465,189 35,000,000 140,465,189 71,196,000 69,267,189

State Library 91,852 91,852 73,828 18,024

School for the Deaf 1,821,306 160,000 1,981,306 1,473,287 508,019

School for the Blind 835,091 835,091 569,211 265,880
Vocational Education 204,974 204,974 9,760 195,214

Health & Human Services: 
I Dept. of Health 38,267,128 (3,606,498) 34,660,630 13,910,286 20,750,344

Tobacco Prevention & Control 12,922,614 12,922,614 11.758,913 1,163,701

Veteran's Home 15,343,323 30,894 15,374,217 13,968,993 1,405,224

Indian Affairs 
Dept. of Human Services-Management 1,997,030 1,997,030 1,816,990 180,040

Dept. of Human Services-Program and Policy 82,988,414 400,000 83,388,414 83, 153,722 234,692

Dept. of Human Services-Centers 29,057,624 29,057,624 28,345,750 711,874

Protection and Advocacy 
Job Service 516,724 516,724 74,000 442,724

Regulatory: 
Insurance Department 16,588,979 (808,418) 15,780,561 14,220,420 1,560,141

Industrial Commission 46,503,271 46,503,271 30,964,615 15,538,656

Labor Commission 
Public Service Commission

 
1,025,000   

1,025,000
 

18,016 
 

1,006,984

Finanacial Institutions 6,836,318 6,836,318 6, 169,838 666,480

Securities Commission 317,199 317,199 64,040 253,159

Public Safety and Corrections: 
Highway Patrol 5,025,762 5,025,762 5,025,762 
Division of Emergency Management 
Corrections & Rehab 23,356,682 44,534, 196 67,890,878 59,775,248 8, 115,630

Adjutant General 41,268,554 38,724, 193 79,992,747 26,672,285 53,320,462

Agriculture  & Commerce: 
Department of Commerce 8,766,334 836,767 9,603,101 3,481,519 6,121,582

Department of Agriculture 7,321,754 36,000 7,357,754 6, 106,743 1,251,011

State Seed Department 6,894,011 6,894,011 5,029,864 1,864,147

Racing Commission 130,000 130,000 103,767 26,233

Natural Resources: 
Historical Society 12,060,000 12,060,000 60,000 12,000,000

Council of Arts 63,515 63,515 21,431 42,084

Game and Fish 35,785,135 (643,582) 35,141,553 33,485,771 1,655,782

Parks and Recreation 5,912, 197 2, 180,000 8,092, 197 8,058,213 33,984

Water Commission 390,435,838 81,350,000 471,785,838 268,284,579 203,501,259

Transportation: 
Aeronautics Commission 7,837,688 1,251,645 9,089,333 6,518,685 2,570,648

Department of Transportation 982,034,061 134,190,401 1,116,224,462 919,412,555 196,811,907

Total Charges to Appropriations 2, 156,778,567 369,445,637 2,526,224,204 1,875,882,743 650,341,461

Ending Budgetary Fund Balance $ $ $ $ $ 
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STATE OF NORTH DAKOTA 
 

 
 

Required Supplemental  Information 

Budgetary Comparison Schedule 

Budget to GAAP Reconciliation 

State Fund 
For the Biennium ended June 30, 2013 

 
 

 
Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and 
for the State Fund Expenditures 

 
Sources/Inflows of resources 

 
Actual Amounts (budgetary basis) "total revenue inflows" 

 

from the budgetary comparison schedule 1,875,882,743

Backing out 2012 activity (956,567,052)

Differences-Budget to GAAP: 

 
The period of availability for revenue recognition for budget purposes differs from

 
 
 

2,004,410 ,477
the GAAP basis. 

 

Total revenues and transfers as reported on the statement of revenues, 
expenditures, and changes in fund balance-governmental funds $ 2,923,726, 168 

 
 

Uses/Outflows of resources 
 

Actual amounts (budgetary basis) "total charges to appropriations" 
 

from the budgetary comparison schedule 1,875,882,743

Backing out 2012 activity (956,567 ,052)

Differences-Budget to GAAP:  

Estimated liabilities are recorded as expenditures for GAAP but not for Budget 936,479,353 

New Loans issued are expenditures for Budget but not for GAAP (829,888)

GAAP, but not Budget expenditures are reduced by year end inventory balances 660,661 

lntrafund activity eliminated for GAAP (125,582, 178)

Certain due to other funds are recorded under GAAP, but not for Budget (545,707)

Total expenditures and transfers as reported on the statement of revenues, 
expenditures, and changes in fund balance-governmental funds 

 
$ 1,729,497,932 
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STATE OF NORTH DAKOTA 
 

Note To Required Supplemental Information - 

Budgetary  Reporting 

For the Biennium Ended June 30, 2013 
 
 
 

The Budgetary Comparison Schedules present comparisons of the original and revised legally adopted 
budgets with actual data on a budgetary basis for major funds. The only major fund with a legally adopted 
budget is the General Fund. All other funds are budgeted together as "Other Budgeted Funds." A budgetary 
schedule has been done for these other funds because they include budgeted amounts for the Federal Fund 
and State Funds, which are major special revenue funds . These amounts are reported on the schedules entitled 
"Federal Funds" and "State Funds". 

 

 
North Dakota's Appropriation Acts include a dual legal level of budgetary control - one at the General Fund 
versus Other Budget Income level for each agency and one at the line item level for each agency. Line 
items are not separate between General Fund and Other Budgeted Income so that control is not presented 
in our budgetary comparison schedule for major funds . The legal level of control for all agencies is reported 
in a publication titled "State of North Dakota 2011-2013 Biennium Budget and Actual Detail (Budgetary 
Basis) For the Biennium Ended June 30, 2013." This budget information is available through the Office of 
Management and Budget, 600 East Boulevard Ave Dept. 110, Bismarck, ND 58505 . For the 2011-2013 
biennium there were general , federal, and special fund supplemental appropriations of $2,008,777,470 . 

 
The Budgetary Comparison Schedule reports expenditures on a budgetary basis. The accounting principles 
applied for purposes of developing data on a budgetary basis differ from those used to present the 
financial statements  in accordance with GMP.   Reconciliations of the three for the biennium ended June 30, 
2013, for the General Fund, Federal Fund, and State Fund is on the previous pages. 
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STATE OF NORTH DAKOTA 
 

 
 
 

Permanent Fund 
 

A permanent fund is used to report resources that are legally restricted to the extent than only earnings, and 
not principal, may be used to for the benefit of the government or its citizens. 

 
 

956-Coal Development Permanent Fund 
The Coal Development Fund reports resources that are 
constitutionally committed for distribution to other state 
funds and for making loans to energy impacted entities 
and school districts. 

 

Capital Projects Funds 
 

A capital projects fund is used to account for the acquisition and construction of major capital facilities other 
than those financed by proprietary funds and trust funds. 

 
 

BUILDING AUTHORITY 
 

960 - Building Authority Capital Projects Fund 
Account for the acquisition or construction of buildings 
primarily for use by the State and making any 
improvements connected to those buildings. 

 
 

Debt Service Funds 
 

A debt service fund is used to account for accumulation for resources for, and the payment of, principal and 
interest on long-term debt. 

 
 

BUILDING AUTHORITY WATER  COMMISSION 
 

919 - Building Authority Debt Service Fund 
Account for accumulation of resources for, and the 
payment of, principal and interest on bonds issued by 
the North Dakota Building Authority. 

962 - Water Commission Debt Service Fund 
Account for accumulation of resources for, and the 
payment of, principal and interest on bonds issued by 
the State Water Commission. 

 

DEPARTMENT OF TRANSPORTATION 
 

949 - Department of Transportation Debt Service Fund 
Account  for  accumulation of  resources  for,  and the 
payment of, principal and interest on bonds issued by 
the Department of Transportation. 
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STATE OF NORTH DAKOTA  

Combining Balance Sheet 
Nonmajor Governmental Funds 
June 30, 2013 

          

         Capital   
Penn Fund Debt Service Funds Proj. Fund

Total

 Coal 

Development
  

Building 
 

Dept. of Water
    

Building  Nonmajor 

Governmental 
Trust Fund Authority Trans. Comm. Total Authority Funds

 
ASSETS 

Cash Deposits at the Bank of ND 

 
 

$ 371,026

  
 

$ 76,000

 
 

$ 85,014   $

 
 

$ 161,014 
    

$   2,358,000

  
 

$ 2,890,040
Cash and Cash Equivalents 1,579,748 1,579,748 1,579,748

Investments at the Bank of ND 6,038,000 7,998,015 14,036,015 14,036,015

Investments 37,356,510 984,000 984,000 38,340,510

Taxes Receivable - Net 35,406 35,406

Interest Receivable - Net 132,665 1,487 1,487 134,152

Due from Other Funds 5,000 5,000 5,000

Loans and Notes Receivable - Net 40,145,701         40, 145,701

 

Total Assets 
 

LIABILITIES ANO FUND BALANCE 

Liabilities: 

Accounts Payable 

Securities Lending Collateral 

Due to Other Funds 

 
Total Liabilities 

$   78,041,308 $  16,767,264 $  2,358,000 
 
 
 
 

$ 14,002

 
 
 
 
$

   
 
 
 

$

    
 
 

12,548,484

283,730    193,000   
12,846,216 193,000 

 
Fund Balances: 

Nonspendable 

 
 

65,183,169

        

Restricted 16,767,264 2, 165,000 
Committed 11,923       

Total Fund Balances 65,195,092 16,767,264 2,165,000 
 
Total Liabilities and Fund Balances 

 
$   78,041,308

 
$    16,767,264

   
$   2,358,000    
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STATE OF NORTH DAKOTA      

Combining Statement of Revenues, Expenditures and     
Changes in Fund Balance   
Nonmajor Governmental Funds   
For the Fiscal Year Ended June 30, 2013     

     
Capital 

Perm Fund Debt Service Funds Proj. Fund

Coal 
Development Building Dept. of Water Building

Trust Fund Authority Trans. Comm. Total Authority
 

 
REVENUES      

Oil, Gas, and Coal Taxes $     3,067,925 $ $ $ $  $  
Intergovernmental 4,578,025 4,578,025 
Sales and Services 1,442,236 1,442,236 
Interest and Investment Income 947,662 64,000 234 24,429 88,663  106,000  

 

Total Revenues 4,015,587 64,000 4,578,259 1,466,665 6, 108,924 106,000
 

 
EXPENDITURES 

     

Current:   
General Government 65,123 

Debt Service: 
Principal 5,806,000 3,725,000 5,760,272 15,291,272 
Interest and Other Charges 2,655,000 1,597,010 4,142,814 8,394,824    

 

Total Expenditures 65 123 8,461,000 5,322,010 9,903,086 23,686,096 
 

 
Revenues over (under) Expenditures 3,950,464 (8,397,000)

 
(743,751) (8,436,421)

 
(17,577, 172)  

 
106,000

 
 

 
OTHER  FINANCING SOURCES  (USES) 

     

Transfers In 8,330,000 766,563 8,396,914 17,493,477    
Transfers Out (3,115,627)    (648,000)  

 

Total Other Financing Sources (Uses) (3, 115,627) 8,330,000 766,563 8,396,914 17,493,477  (648,000)

Net Change in Fund Balances 834,837 (67,000) 22,812 (39,507) (83,695)  (542,000)  

Fund Balances - Beginning of Year 64,360,255 6,186,000 62,202 10,602,757 16,850,959  2,707,000  
 

Fund Balances - End of Year $  65, 195,092 $ 6,119,000 $ 85,014   $  10,563,250 $    16,767,264  $ 2,165,000
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STATE OF NORTH DAKOTA 
 

 

Nonmajor Enterprise Funds 
 

Enterprise funds are used to account for operations that are financed and operated in a manner similar to 
private business enterprises-where the intent of the State is that the costs of providing goods or services to 
the general public on a continuing basis be financed or recovered primarily through user charges; or where 
the State has decided that periodic determination of net income is appropriate for accountability purposes. 

 
Bank Of North Dakota 

985 - Rebuilders Loan Program 
Fund used to make loans to North Dakota 2011 flood- 
damaged homeowners to provide financial assistance 
needed to repair their home. 

 
BEGINNING FARMER REVOLVING LOAN 

973 - Beginning Farmer Revolving Loan Fund 
Fund  used to  make  loans  to  North  Dakota  beginning 
farmers for the purchase of agricultural real estate. 

 
BONDING 

210 (924) - State Bonding Fund 
Fund used to maintain the bonding of public employees 
and officials of the state, county, city or other unit of local 
government. 

 
COMMUNITY WATER FACILITY LOAN 

974 - Communitv Water Facilitv Loan Fund 
Accounts for supplementary financing in conjunction with 
federal moneys available to improve adequate water 
supplies. 

 
DEVELOPMENTALLY  DISABLED FACILITY LOAN 

971 - Developmentally Disabled Facility Loan Fund 
Accounts  for  loans to  nonprofit  corporations for costs 
related    to facilities    for developmentally disabled, 
chronically mentally ill, and physically disabled persons. 

 
FIRE AND TORNADO 

211 (923) - State Fire and Tornado Fund 
Accounts for state agencies and political subdivisions to 
insure against loss to the public buildings, fixtures and 
permanent contents therein, through fire, lightning, 
windstorm, etc. 

 
GUARANTEED STUDENT LOAN 

969 - North Dakota Guaranteed Student Loan 
Accounts for the revenues and expenses associated with 
the administration, development and operation of  the 
guaranteed loan program. 

 

HIT PLANNING LOAN FUND 

987 - HIT Planning Loan Fund 
Fund to provide low-interest loans to health care entities 
to improve health information technology infrastructure. 

INFORMATION TECHNOLOGY  DEPARTMENT 

408 (903) - Edutech Fund 
Fund used for professional development sessions and 
presentations by the Information and Technology 
Department. 

 
PERS UNIFORM GROUP INSURANCE 

980 - Public Employees Retirement System Group 
Insurance 
Accounts for the administrative revenues and expenses 
associated with this insurance purchasing pool. 

 
ROUGHRIDER  INDUSTRIES 

926 - Roughrider I ndustries 
Accounts for the revenues and expenses associated with 
the operation, manufacture and sale of products made by 
the prison inmates. 

 
STATE FAIR 

601 (977) - State Fair 
Accounts for revenues and expenditures associated with 
the operation of the State Fair. 

 
STATE LOTIERY FUND 

966 (292) - State Lotterv Fund 
Accounts for operations of the North Dakota lottery. 

 
STUDENT LOAN 

975 - North Dakota Student Loan Trust 
Accounts for loans to students in post secondary 
education. The trust acquires eligible loans guaranteed or 
insured by the United States government or the North 
Dakota Guaranteed Student Loan Program. 

 
UNEMPLOYMENT  COMPENSATION  FUND 

967 - Job Service-Expendabl e Trust Fund 
Accounts for State unemployment taxes collected from 
employers for the purpose of paying unemployment 
benefits. 
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STATE OF NORTH DAKOTA 
 

 

Combining Statement of Net Position 
Nonmajor Enterprise Funds 
June 30, 2013 

 

Beginning Community  
Fanner Water Fire 

Revolving Facility and Guaranteed HIT Planning

Loan Bondinil Loan Edutech Tornado Student Loan Loan Fund
 

ASSETS 

Current Assets: 
 

Cash Deposits at the Bank of ND $ 3,981,000 $ 1,502,855 $ 6,560,000 $ 770,719 $ 2,654,765 $ 2,491,879 $
Cash and Cash Equivalent! 
Investments at the Bank of ND 12,500,000
Investments 1,683,588 24,080,612 
Accounts Receivable - Net 245,284 12,323 60,248 123,055
Interest Receivable - Net 23,894 217,000 106,658 3,617
Intergovernmental Receivable - Nel 4,730,017
Due from Other Funds 305,662
Due from Fiduciary Fund! 
Prepaid Items 1,431,000 211,698 
Inventory 
Loans and Notes Receivable - Nel 602,000 945,709
Other Assets 
Restricted Cash at the Bank of ND 3,388,740 441,978
Restricted Investments at the Bank of ND 3,500,000

Total Current Assets 5,412,000 3,455,621 7,379,000 783,042 27,113,981 27,039,353 1,391,304

 
Noncurrent Assets: 

 

Loans and Notes Receivable - Nel 15,160,000 7,725,561
Restricted Loans Receivable - Net 
Unamortized Bond Issuance Costs 
Other Noncurrent Assets 3,597,000
Capital Assets: 

Nondepreciable 

Depreciable, Net 
Total Noncurrent Assets 3,597,000 15,160,000 7,725,561 

 

Total Assets 9,009,000 3,455,621 22,539,000 783,042 27,113,981 27,039,353 9,116,865 

LIABILITIES 
Current Liabilities: 

 

Accounts Payable 97 50,044 5,336 327,143 9,676
Accrued Payroll 1,351 46,890 
Interest Payable 888 19,522 
Intergovernmental  Payable 2,040,384
Due to Other Funds 47 21,000 11,429 25,564 2,204,154
Due to Fiduciary Fund! 
Amounts Held in Custody for Other! 
Claims/Judgments  Payable 42,380 900,940 
Compensated Absences  Payable 96 2,395 
Unavailable  Revenue 1,186,000
Other Current Liabilities 

Total Current Liabilitie! 44,859 21,000 61,473 1,000,647 5,757,681 9,676

 
Noncurrent  Liabilities 

Intergovernmental  Payable 6,134,264 
Claims/Judgments  Payable 1,295,000 
Compensated Absences  Payable 1,830 45,496 

Bonds Payable 
Other Noncurrent Liabilitie! 8,686,492 

 

Total Noncurrent Liabilities 1,830 1,340,496 14,820,756 
 

 
Total Liabilities 46,689 21,000 61,473 2,341,143 20,578,437 9,676 

 

 
Net Position 

Net Investment in Capital Assets 
Restricted for: 

Debt Service 
Loan Purposes 594,395 
Unemployment  Compensatior 

 

Other 
Unrestricted 9,009,000 3,408,932 22,518,000 721,569 24,772,838 5,866,521 9,107,189

 
Total Net Position 

 
$ 9,009,000   $

 
3,408,932

 
$ 22,518,000

 
$ 721,569

 
$ 24,772,838 

 
$ 6,460,916

 
$ 9,107,189
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Miii and 

PERS 

Uniform 

Group 

 
 

Rebuilders 

Loan 

 
 
 

Roughrider

 
 
 

State

 
 

State 

Lottery

 
 
 

Student

 
 
 

Unemployment

 

Elevator Insurance Program Industries Fair Fund Loan Compensation Total

 
 
 

$ 225 

 
 
 

$ 44,435,293 

 
 
 

$ 10,867,779 

 
 
 

$ 2,672,821

 
 
 

$ 4,237,422

 
 
 

$ 8,576,270

 
 
 

$ 108,000 

 
 
 

$ 90,890

 
 
 

$ 88,949,918
6,064 ,294 500 138,635,363 144,700,157

8,029,000 20,529,000
25,764,200

50,258 ,871 424,648 689,095 28,741 327,440 33,450,223 85,619,928
209,431 260,000 890,280 1,710,880

330,801 16,000 1,510,436 6,587,254
618 ,038 2,000 925,700

59,981 59,981
488 ,176 12,309 39,760 17,201 2,200,144

27,926,954 1,395,381 29,322,335
345,290 325,297 5,732,000 7,950,296

17,768 17,768
3,830,718

500,000 4,000,000

79,019,516 50,984,216 11,420,275 5,388,144 4,636,724 8,920,911 14,647,000 174,577,192 422,168,279

   

 
34,543,862 

    

 
25 ,807,000 

  

 
83,236,423

1,000,000 1,000,000
24,000 24,000

338,086  319,814  1,286 ,756  5,541,656

4,970,699    390,816  5,361,515
38 ,067 ,659 2,122,442 1,096,967 23,056,466 14,100 64 ,357,634

43 ,376,444 2,122,442 34,863,676 1,096,967 23,447,282 1,300,856 26,831,000 159,521,228

 
122,395 ,960 

 
53,106,658 

 
46,283 ,951 

 
6,485 ,111

 
28 ,084,006

 
10,221,767

 
41 ,478 ,000 

 
174,577,192

 
581,689,507

 
 
 

20,272,904 

 
 

 
80,735 

  
 

 
193,044

 
 
 

113,101

 
 
 

557,239

 
 
 

9,000 

 
 
 

3,003,272

 
 
 

24,621,591
264,543 62 ,715 136,481 62,420 574,400

140 36,006 1,000 57,556
4,802 ,001 6,842,385

33 ,221,295 12,846 46,283,951 162,831 964,830 7,324,037 146,000 117,936 90,495 ,920
420 ,416 420,416

5,449,022 5,449,022
943,320

5,006 4,046 45 ,000 56,543
9,111 364,899 1,560 ,010

575 575

53,758,742 6,030,740 46,283 ,951 506 ,228 1,158 ,937 8,308 ,595 156,000 7,923,209 131,021,738

         

 
6,134,264
1,295,000

877,631 74,700 122,790 24,856 48,531 1,195,834

1,000,000 1,000,000
8,686,492

877,631 74,700 122,790 24,856 48 ,531 1,000,000 18,311,590

 
54,636,373 

 
6,105 ,440 

 
46,283,951 

 
629,018

 
1,183,793

 
8,357,126

 
1,156,000 

 
7,923,209

 
149,333,328

 

 
43 ,038 ,358 

 

 
2, 122,442 

  

 
934 ,136

 

 
23,447 ,282

 

 
14,100

   

 
69,556,318

    437,000  437,000
594,395

166,653,983 166,653,983
5,735,616 1,286,756 7,022,372

24 ,721,229 39,143,160 4,921 ,957 3,452,931 563,785 39,885,000 188,092,111

 
$ 67,759,587 

 
$ 47,001,218 

 
$ 

 
$ 5,856,093

 
$ 26 ,900,213

 
$ 1,864 ,641

 
$ 40,322 ,000 

 
$ 166,653 ,983

 
$ 432 ,356 ,179



146  

STATE OF NORTH DAKOTA 
 

 

Combining Statement of Revenues, Expenses and 
Changes in Fund Net Position 
Nonmajor Enterprise Funds 
For the Fiscal Year Ended June 30, 2013 

 

 Beginning 

Farmer 

Revolving 

Loan 

 
 

 
Bonding 

Community 

Water 

Facility 

Loan 

 
 

 
Edutech 

 
Fire 

and 

Tornado 

 
 
 

Guaranteed 

Student Loan

 
 

HIT Planning 

Loan Fund 
 

OPERATING REVENUES        

Sales and Services 

Royalties and Rents 
$ $ 364,035

 

$ $ 232,412 $ 4,585,607 
 

$ 5,832,561 $ 

Interest and Investment Income 509,000 60,980
Miscellaneous        
Total Operating Revenues 364,035 509,000 232,412 4,585,607 5,832,561 60,980

 
OPERATING EXPENSES        

Cost of Sales and Services   
Salaries and Benefits 15,374 493,316 
Operating 1,504,363 2,190 88,796 61,203 3,082,801 5,043,960 74,139
Claims 1,928,810 
Interest 
Depreciation 
Miscellaneous 6,000       
Total Operating Expenses 1,510,363 17,564 88,796 61,203 5,504,927 5,043,960 74,139

 
Operating Income (loss) 

 
(1,510,363)

 
346,471

 
420,204

 
171,209

 
(919,320) 

 
788,601

 
(13,159)

 
NONOPERATING  REVENUES  (EXPENSES)        

Grants and Contracts   
Interest and Investment Income 5,000 72,795 5,000 1,695,994 51,108

Interest Expense (4,566) (66,008) 
Loss on Sale of Capital Assets 
Other  16,647   980,928   

 
Total Nonoperating Revenues (Expenses) 

 
5,000

 
84,876

 
5,000

  
2,610,914 

 
51,108

 
 

Income (loss) Before Contributions and Transfers 
 

(1,505,363)
 

431,347
 

425,204
 

171,209
 

1,691,594 
 

839,709
 

(13,159)

 
Transfers In     

550,360
   

4,280,219
Transfer Out (4,000,000)       
Change in Net Position (5,505,363) 431,347 425,204 721,569 1,691,594 839,709 4,267,060

Total Net Position - Beginning of Year 14,514,363 2,977,585 22,092,796 23,081,244 5,621,207 4,840,129

 
Total Net Position - End of Year 

 
$ 9,009,000   $ 3,408,932

 
$ 22,518,000

 
$ 721,569

 
$ 24,772,838 

 
$ 6,460,916

 
$ 9,107,189

' 
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 PERS 

Uniform 
 
 

Rebuilders 
   

 
State

 
Mill and Group Loan Roughrider State Lottery Student Unemployment
Elevator Insurance Program Industries Fair Fund Loan Compensation Total

 
 
 

$ 268, 140,265 

 
 
 

$ 1,049,309 

 
 
 

$ 

 
 
 

$ 8,396,207

 
 
 

$ 6,846,204

 
 
 

$ 27,999,486

 
 
 
 

$

 
 
 
 

$ 127,174,321

 
 
 
 

$ 450,620,407
190,385 190,385

178,811 957,000 1,705,791

 36,663,686  77,158     36,740,844

268, 140,265 37,712,995 178,811 8,663,750 6,846,204 27,999,486 957,000 127,174,321 489,257,427
 
 
 
 

235, 143,292 

   
 
 
 

4,629,177

     
 
 
 

239,772,469
12,089,602 695,301 1,941,299 1,524,491 747,353 17,506,736
5,477,565 563,519 1,359,099 189,668 4,126,261 18,962,605 658,000 41,194,169

118,377,072 120,305,882

22,000 22,000
3,004,826 287,718 165,585 1,332,486 4,029 4,794,644

        6,000

255,715,285 1,546,538 1,359,099 6,925,729 6,983,238 19,713,987 680,000 118,377,072 423,601,900

 
12,424,980 

 
36, 166,457 

 
(1,180,288) 

 
1,738,021

 
(137,034)

 
8,285,499

 
277,000 

 
8,797,249

 
65,655,527

     
 
 
 

2,595,547

    
 
 
 

2,595,547
11,939 143,367 3,232 2,938 19,000 3,785,894 5,796,267

(605,514) (4,804) (38,409) (719,301)

(1,027) (535) (1,562)

75,822 (212,500)   (1,769,755)    (908,858)

 
(517,753) 

 
(69,133)  

 
(5,831)

 
790,080

 
2,938

 
19,000 

 
3,785,894

 
6,762,093

 
11,907,227 

 
36,097,324 

 
(1,180,288) 

 
1,732,190

 
653,046

 
8,288,437

 
296,000 

 
12,583,143

 
72,417,620

   
24,131,646   

470,000
    

29,432,225
(6,315,466)  (46,278,244)   (7,922,500) (5,000,000)  (69,516,210)

5,591,761 36,097,324 (23,326,886) 1,732,190 1,123,046 365,937 (4,704,000) 12,583,143 32,333,635

62, 167,826 10,903,894 23,326,886 4,123,903 25,777,167 1,498,704 45,026,000 154,070,840 400,022,544

 
$ 67,759,587 

 
$ 47,001,218 

 
$ 

 
$ 5,856,093

 
$ 26,900,213

 
$ 1,864,641

 
$ 40,322,000 

 
$ 166,653,983

 
$ 432,356,179
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STATE OF NORTH DAKOTA 
 

Combining Statement of Cash Flows 

Nonmajor Enterprise Funds 
For the Fiscal Year Ended June 30, 2013 

 
 
 
 
 
 

Cash Flows from Operating Activities: 

Beginning Community 
Farmer Water Fire Guaranteed 

Revolving  Facility   and Student HIT Planning 
Loan Bondlns  Loan Edutech Tornado  Loan Loan Fund 

Receipts from Customers and Users 33,670   $ $ 220,359 4,591,733 2,454,128 
Interest Income on Loans 59,690 
Receipts from Loan Principal Repayments 17,871,959 1,019,523 
Receipts from Others 
Payments to Other Funds (694) (30,392) 
Payments for Loan Funds (17,872,043) 
Payments to Suppliers (2,118,000) (2,141) (89,000) (2,956,773) (3,774,966) (25,888) 
Payments to Employees (15,283) (495,145) (5,276,720) 
Claim Payments (48,028) (1,544,415) 
Payments to Others (6,000) (141,397) 
Other 

 
 

Net Cash Provided by (Used for) Operating Activities (2,124,000) (32,476) (89,000) 220,359 (576,389) p,320,922) (4,223,395) 
 

 

Cash Flows from Noncapltal Financing Activities: 

Proceeds from Sale of Notes and Other Borrowings 
Principal Payments - Bonds 
Principal Payments - Notes and Other Borrowings 
Interest Payments - Bonds 
Interest Payments - Notes and Other Borrowings 
Transfers In 550,360 4,280,219 
Transfers Out (4,000,000) 
Grants Received 

 
 

Net Cash Provided by (Used for) Noncapital Financing Activities (4,000,000) 550,360 4,280,219 

Cash Flows from Capital and Related Financing Activities: 

Acquisition and Construction of Capital Assets 
Payments For Discontinued Operations 
Proceeds from Sale of Notes and Other Borrowings 
Principal Payments - Bonds 
Principal Payments - Notes and Other Borrowings 
Interest Payments - Bonds 
Interest Payments - Notes and Other Borrowings 
Other 

 
 

Net Cash Used for Capital and Related Financing Activities 
 

 

Cash Flows from Investing Activities: 
 

Proceeds from Sale and Maturities of Investment Securities 24,446,102  
Purchase of lnves1ment Securities (25,360) (1,202,039) (25,000,000)
Interest and Dividends on Investments 5,021 87,965 5,000 1,739,803 90,305
Transfers In 
Disbursements for Loans and Loan Purchases    

(1,818,000)    
Receipt of Loan Principal Repayments 1,914,106
Proceeds from Collection of Loans and Notes Receivable 
Loan Income Received 494,000
Other  

Net Cash Provided by (Used for) Investing Activities 5,021 62,605 595, 106 537,764 (463,593)

Net Change In Cash:  
Net Increase (Decrease) in Cash and Cash Equivalents (6, 118,979) 30,129 506,106 770,719 (38,625) (1,784,515) 56,824

Cash and Cash Equivalents at June 30, 2012 10,099,979 1,472,726 6,053,894  2,693,390 7,665, 134 385,154

Cash and Cash Equivalents at June 30, 2013 $  3,981,000 $ 1,502,855 $ 6,560,000 770,719 $ 2,654,765  $ 5,880,619 $ 441,978

Reconcillation: 
Current 

Cash Deposits at the Bank of North Dakota 3,981,000   $  1,502,855 6,560,000 770,719 2,654,765 2,491,879 

 
 

 

Cash and Cash Equivalents 
Restncted Cash Deposits at the Bank of North Dakota      

3,388,740  
441,978

Cash and Cash Equivalents 3,981,000  $ 1,502,855  $ 6,560,000 770,719 2,654,765 5 880 619 441,978
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(Continued on Next Page) 
 

 
 
 
 
 
 
 
 

 
PERS 

Mill Uniform Rebullders State 
and Group Loan Roughrider State Lottery Student Unemployment 

  Elevator Insurance Program Industries Fair Fund Loan Compensation Total 
 

310,512,686 293,430,845  8,416,917 6,931,738
 

21,757,701
 

6,773,000
 

111,960,046  

767,082,823
59,690

18,891,482
41,942 159,450 201,392

(461,351) (492,437)
(17,872,043)

(289,735,372) (292,598,500) (4,324,025) (4,035,208) (12,869,998) (680,000) (19,766,654) (632,976,525)
(11,537,179) (681,454) (1,947,245) (1,516,412) (737,062) (324,971) (22,531,471)

(83,168,775) (84,761,218)
(31,415) (178,812)

36,451,186 36,451,186

  9,240,135 36,602,077 (31,415) 1,684,296 1,380,118 8,192,583 6,093,000 8,859,096 63,874,067 

 
22,000,000   22,000,000

(2,200,000) (2,200,000)
(19,024,543) (19,024,543)

(24,000) (24,000)
(605,514) (605,514)

470,000 5,300,579
(4,319,581) (7,622,500) (5,308,000) (21,250,081)

   1,170,797 1,170,797

(1,949,638)    1,640,797 (7,622,500) (7,532,000)  (14,632,762)

 
(7,703,479) 

 
(51,025)   

(51,909)
 
(1,375,103)     

(9,181,516)
(3,566,424) (3,566,424)
3,572,018 3,572,018
(420,000) (420,000)

(99,494) (3,662,981) (3,762,475)
(8,843) (8,843)

(4,804) (4,804)

   (103) 3,662,981 3,662,878

(7,703,479) (51,025)  (156,310) (1,798,352)    (9,709,166)

     
219,055   

13,889,000   
38,554,157

(12,904,000) (39,131,399)
3,398 143,367 3,232 3,021 29,000 3,759,735 5,869,847

24, 131,646 24,131,646
(13,917,239) (15,735,239)

1,914,106
668,431 668,431

9,184 503, 184
(124,500) (124,500)

  3,398 143,367 10,767 522  222,287 3,021 1,014,000 3,759 735 16 650 233

 

(409,584) 
 

36,694,419 
 

10,736,107 
 

1,527,986 
 

1,444,850 
 

573,104 
 

(425,000) 
 

12,618,831 
 

56,182,372 
409,809 13,805, 168 131,672 1,145,335 2,792,572 8,003,166 533,000 126,107,422 181,298,421

225  $ 50,499,587  $ 10,867,779  $ 2,673,321 $ 4,237,422   $ 8,576,270  $ 108,000 $ 138,726,253 $ 237,480,793

 

225 
 

44,435,293  $ 
 

10,867,779 
 

2,672,821 $

 

4,237,422

 

8,576,270 $

 

108,000 $

 

90,890 
 

88,949,918
6,064,294 500 138,635,363 144,700,157

3,830,718

225 50,499,587  $ 10,867,779 2,673 321  $ 4,237,422 8,576,270 108,000 138,726,253  $ 237 480,793
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STATE OF NORTH DAKOTA 
 

Combining Statement of Cash Flows 
Nonmajor Enterprise Funds  (Continued) 
For the Fiscal Year Ended June 30, 2013 

 

 
 
 
 
 

Reconciliation of Operating Income (Loss) to Net Cash 
Provided (Used for) Operating Activities: 

Beginning Community 
Farmer Water Fire Guaranteed 

Revolving  Facility   and Student HIT Planning 
Loan Bonding  Loan Edutech Tornado Loan Loan Fund 

 

Operating Income (Loss) 
Adjustments to Reconcile Operating $ (1,510,363) $ 346,471 420,204 $ 171,209 $ (919,320) $ 788,601  $ (13,159)

Income to Net Cash Provided by Operating Activities: 
Depreciation         
Amortization\Accretion 
Reclassification of Interest Revenue\Expense  

(509,204)  
Interest Received on Program Loans 
Receipt of Loan Principal Repayments  
Provision for Losses 316,094 44,000
Other 
Change in Assets and Liabilities: 

(Increase) Decrease in Accounts Receivable 
   

 
(178,114)

  
 

(12,323)

 
 

6,126 
17,734

 
(19,238)

 
Increase in Interest Receivable 
(Increase) Decrease in Due From  (1,290)

Increase in Intergovernmental Receivable 
Increase in Notes Receivable 
(Increase) Decrease in Prepaid Items 

  
 

(613,637)
    

 
(13,338) 

(2,230,310)  
(4,257, 197)

(Increase) Decrease in Inventories 
(Increase) Decrease in Other Assets  
Increase (Decrease) in Accounts Payable (644) 50,044 (2,031) 367,300 4,251
Decrease in Interest Payable 
Increase (Decrease) in Claims\Judgments Payable 

 
(200,280)

 
384,395  

Increase (Decrease) in Intergovernmental Payable (30,392) (482,520)
Increase (Decrease) in Accrued Payroll 10 4,111 
Increase (Decrease) in Compensated Absences Payable 
Increase (Decrease) in Amounts Held for Others 
Increase (Decrease) in Due To 

  81   
 

11,429

(5,940)  
 

(146,816)
 

Increase in Unavailable Revenue 68,233
Increase in 01her Liabilities  

 
Total Adjustments   

(613,637) 
 
(378,947)  

(509,204) 
 

49,150  
342,931  

(2, 109,523) 
 

(4,210,236)

Net Cash Provided by (Used for) Operating Activities (2.124,000l $ !32,476l $ !89,000) $ 220,359 !576,389l $ !1,320,922l $ !4,223,395)

Noncash Transactions: 
Net Change in Fair Value of Investments    

(135) $    
892,830   

Amortization of Bond Discoun1 
Amortization of Bond Issuance Costs  
Interest Revenue on Prize Reserves 
Value Received on Trade of Capital Asset 
FEMA Receivable from Federal & State Governments 

        
 

 

Total Noncash Transactions  !135! $ 892,830   
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 PERS  
Mill 
and 

Uniform 
Group 

 
Rebullder's Roughrider

 
State

State
Lottery

 
Student

 
Unemployment  

Elevator Insurance Loan lnduatrtea Fair Fund Loan Compensation Toi.II 
 

  12, 424 ,980 36.166,457 (1,180,288) $      1.738,021  $    (137,034) $    8,285 ,499 277,000 8,797,249 65,655,527 

 

3,004,826   165,585 1,332,486 4,029 4,506,926
287,718 17,768 53,000 358,486

(178,810) 22,000 (666,014)
78,000 78,000

5,694,000 5,694,000
257,222 1,324,745 (4,000) 1,938,061
100,366 (212.500) (94,400)

(8,562,509) (74,822) (247.136) 85,534 (19.295) (1,511,253) (10,533,030)
(1,290)

(5,421) (461,351) 21 (466,751)
(714,500) (2,944,810)

(4.257, 197)
(46,172) 20,784 (1,058) (12,754) (666, 175)

(2,403,052) 455 ,260 (1,947,792)
(22.858) 18,198 (41,230) (45,890)

3,924,172 (248,352) 92,111 (42,489) (46,755) 4,097,607
(1.000) (1,000)

184,115
(2,432) 1,929,430 1,414,086

504,957 7,594 4,332 3,681 524,685
47,466 6,253 (10,278) 8,079 6,610 52,271

719,970 719,970
(42,388) (14,830) 7,935 (26,000) 13,095 (197,575)

303 597 69,133
10,737   578 391,809 403,124

 
(3,184,845)  

435 ,620  
1,148,873  

(53,725)
 

1,517,152  
(92,916)

 
5,816,000  

61,847  
(1,781,460)

  9,240, 135  $     36.602,077  $ (31,415) $     1,684,296  s 1,380,118  $    8,192,583  $  6,093,000  $ 8,859,096  $ 63,874,067 

 

$ $ 892,695
1,461 1,461

555 555
185 185

12,089 12,089
1,424, 750 1,424,750

 
 

$ 1 438,855  $ 185 2,331,735
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STATE OF NORTH DAKOTA 
 

 

Internal Service Funds 
 

Internal service funds are used to account for the financing of goods or services provided by one department 
or agency to other departments or agencies of the State and to other government units,  on a cost 
reimbursement basis. 

 
 

790 (927) - Central Services 
Accounts for the revenues and expenditures associated 
with central printing and office supply services to state 
agencies and the Legislative Assembly; a surplus 
property program for the acquisition, distribution, and 
disposition of federal and state surplus property and 
procurement services for all state agencies not exempt 
by statute. 

 
700 (918) - Fleet Services 
Accounts for costs of operating and maintaining State- 
owned vehicles. Costs are billed to user agencies and 
include depreciation on equipment. 

 
780 (929) - Information Technology Department 
Accounts used for the procurement and maintenance of 
data processing equipment and supplies and 
telecommunications equipment and supplies to provide 
data processing and telecommunications services to 
state departments and agencies. 

 
288\275 (912) - Risk Management Fund 
Fund provides insurance coverage and loss prevention 
to all state agencies and the University System for tort 
liability and employee injury claims. Coverage is 
provided using an optional combination of self-insurance 
and private excess insurance. 



153 

STATE OF NORTH DAKOTA 
 

 

Combining Statement of Net Position 
Internal Service Funds 
June 30, 2013 

 
Information

Central 

Services 
Fleet 

Services 
Technology 

Department 
Risk 

Management 
 

Total 
 

ASSETS 

Current Assets: 
 

Cash Deposits at the Bank of ND $ 1,761,441 $ 3,298,033 $ 8,030,063 $ 2,661,601 $ 15,751,138

Cash and Cash Equivalents 12,789 508,628 1,071 522,488

Investments 10,914,344 10,914,344

Accounts Receivable - Net 52,900 86,714 98,751 238,365

Interest Receivable - Net 43,404 43,404

Intergovernmental Receivable - Net 35,542 135,832 171,374

Due from Other Funds 227,944 1,561,678 5,801,237 7,908 7,598,767

Prepaid Items 5,045 1,375,517 1,380,562

Inventory 85,378 85,378

Total Current Assets 2,181,039 5,455,053 15,441,400 13,628,328 36,705,820

 
Noncurrent Assets:      

Unamortized Bond Issuance Costs 

Capital Assets:   6,681  6,681

Depreciable, Net 169,156 81,199,263 10,790,686 92,159,105

Total Noncurrent Assets 169,156 81,199,263 10,797,367 92, 165,786

 
Total Assets 

 
2,350,195

 
86,654,316

 
26,238,767

 
13,628,328 

 
128,871,606

 
LIABILITIES      

Current Liabilities: 
Accounts Payable 183,147 1,633,232 1,682,794 5,202 3,504,375

Accrued  Payroll 73,862 175,185 2,029,392 36,502 2,314,941

Interest Payable 8,224 8,224

Due to Other Funds 7,899 7, 193,909 31,545 222,953 7,456,306

Claims/Judgments Payable 1,970,385 1,970,385

Compensated Absences  Payable 3,800 3,673 102,418 2,387 112,278

Capital Leases Payable 71,000 71,000

Bonds Payable 736,932 736,932

Total Current Liabilities 339,708 9,005,999 4,583,081 2,245,653 16,174,441

 
Noncurrent  Liabilities: 

Claims/Judgments  Payable 
    

 

5,410,503 

 
 

5,410,503
Compensated Absences  Payable 72,197 67,370 1,878,595 35,625 2,053,787

Capital Leases Payable 39,397 39,397

Total Noncurrent Liabilities 111,594 67,370 1,878,595 5,446,128 7,503,687

 
Total Liabilities 

 
451,302

 
9,073,369

 
6,461,676

 
7,691,781 

 
23,678, 128

 

NET POSITION 

Net Investment in Capital Assets 

 
 

58,759

 
 

81,199,263

 
 

10,790,687

  
 

92,048,709

Unrestricted  1,840,134 {3,618,316) 8,986,404 5,936,547 13,144,769   

 
Total Net Position $ 1,898,893   $   77,580,947   $    19,777,091   $ 5,936,547   $ 105,193,478 
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STATE OF NORTH DAKOTA 
 

 

Combining Statement of Revenues, Expenses and 
Changes in Fund Net Position 

Internal Service Funds 
For the Fiscal Year Ended June 30, 2013 

 
 

Information 

Central Fleet Technology Risk 

  Services Services Department Manai!ement Total   
 

OPERATING REVENUES 
 

Sales and Services 

 
 
 

$ 2,789,882

 
 
 

$ 35,508.468

 
 
 

$ 58.427,069

 
 
 

$ 5,943,606 

 
 
 

$ 102,669,025
Miscellaneous  46,929   46,929

Total Operating Revenues 2, 789,682 35,555,397 58.427,069 5,943,606 102,715,954

 
OPERATING EXPENSES      

Cost of Sales and Services 1, 173,408    1,173,408
Salaries and Benefits 876,431 3,018,078 23,902,008 418,002 26,214,519
Operating 459,006 18,703,636 28,576,910 594,267 48, 333,819
Claims 5,127,695 5, 127,695
Depreciation 105.468 8,747,601 4,514,446 4,045 13,371,560

Total Operating Expenses 2,614,313 30.469,315 56,993,364 6,144,009 96,221,001

 
Operating Income (Loss) 

 
175, 569

 
5,086,082

 
1.433,705

 
(200,403) 

 
6,494 ,953

 
NONOPERATING  REVENUES      
(EXPENSES)      
Interest and Investment Income    1,030,028 1,030,028
Interest Expense (10,137) (43,055) (24,437) (77,629)
Gain (Loss) on Sale of Capital Assets 643,930 (28, 738) 615, 192
Other 490  73,304  73,794

 
Total Nonoperating  Revenues 

(Expenses) 

 

 
(9,647)

 

 
643,930

 

 
30,249

 

 
976,853 

 

 
1,641,385

 
Income Before Contributions and      
Transfers  165,922 5,730,012 1.463,954 776.450 8,136, 338 

Capital Grants and Contributions  644, 147 644, 147
Transfers In 99,772 99,772
Transfer Out   (550,361)  (550,361)

Changes in Net Position 165,922 6,473,931 913,593 776,450 8,329,896

Total Net Position - Beginning of Year 1,732,971 71, 107,016 18,863,498 5,160,097 96,863,582

 
Total Net Position - End of Year 

 
$ 1,898,893

 
$ 77,580,947

 
$ 19,777,091

 
$ 5,936,547 

 
$ 105,193,478
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STATE OF NORTH DAKOTA   

Combining Statement of Cash Flows  
Internal Service Funds 
For the Fiscal Year Ended June 30, 2013  

  
Total

Cash Flows from Oper•tlng Activities: 
Receipts from Customers and Users 101,925,509
Receipts from Other Funds 138,218
Payments to Suppliers (47,934,607)
Payments to Employees (27,886,764)
Claim Payments (364,381)
Payments to Others (4,431,296)

Net Cash Provided by Operating Activities 21,446.679

Cash Flows from Noncapltal Fln1nclng Activlttes: 
Transfers In 99,772
Transfers Out (550,361)
Advances Made to Other Funds (7,000,000)
Other 7,775

Net Cash Provided (Used) by Noncapltal Financing Activities !Z.442,814)

Cash Flows from Capital and Related Financing Activities:

Acquisition and Construction of Capital Assets (14,036,504)
Proceeds from Sale of Capital Assets 2,778,855
Principal Payments - Notes and Other Borrowings (736,600)
Interest Payments - Notes and Other Borrowings (39,805)
Payment on Capital Leases (103,021)
Interest Payments - Capital Leases (10,137)

Net Cash Used for Capital and Related Financing Activities (12,147,212)

Cash Flows from Investing Activities: 
 

Purchase of Investment Securities 
  

 
(931,106)

Interest and Dividends on Investments 729.270

Net Cash Used for Investing Activities (201,836)

Net Change In Cash: 
Net Increase {Decrease) in Cash end Cash Equivalents  1,654,817

Cash and Cash Equivalents at June 30, 2012 1,549,844 2,682,953 7,680,592 2,705,420 14.618,809   
 

Cash and Cash Equivalents at June 30, 2013 1,774,230 3,806,661 8,030,063 2,662,672 16,273,626 
 

Reconcillatlon: 
Cash Deposits at the Bank of North Dakota 1,761,441 3,298,033 8,030,063 2,661,601 15,751,138 

 
Reconclllatlon of Operating Income (Loss) to Net Cash 

Provided (Used for) Operating Activities: 
Operating Income (Loss)  175,569 5,086,082 1,433,705 (200,403)  $ 6,494,953   
Adjustments to Reconcile Operating 

Income to Net Cash Provided by Operating Activities: 
Depreciation 105,468 8,747,601 4,487,817 4,045 13,344,931 

Cash and Cash Equivalents 12,789 508,628 1,071 522,488 
Cash and Cash Equivalents 1,774,230 3,806,661 8,030,063 2,662,672 16,273,626

Amortization!Accretion 26,629 26,629
Loss On Sale of Fixed Assets 28,739 28,739
Other 
Change in Assets and Liabillties: 

(Increase) Decrease in Accounts Receivable  (7,285)
 

(24,715)

 
 

(38,255)

 
 

93,595
 (7,285)

 
30,625

(Increase) Decrease in Due From (13,505) (834,273) 11,213 (836,565)
(Increase) Decrease in Intergovernmental Receivable 40,316 38,620 (13,609) 65,327
(Increase) Decrease in Prepaid Items (750) 26,144 40,977 66,371
Increase in Inventories (215) (215)
Increase in Accounts Payable 81,555 959,155 452,254 5,249 1,498,213
Increase in Claims/Judgments Payable 81,383 81.383
Increase (Decrease) In Intergovernmental Payable 99,598 (696) 98,902
Increase in Accrued Payroll 1,136 8,338 138,131 6,511 154,116
Increase (Decrease) in Compensated Absences Payable 6,522 (6,033) 169,822 3,326 173,637
Increase in Due To 1,822 6,071 219,025 226,918

Total Adjustments 190,349 9,835,168 4,566,718 359,491 14,951,726

Net Cash Provided by Operating Activities 365,918 14,921,250 6,000,423 159,088 21,446,679

 

Noncash  Transactions: 
Net Increase in Fair Value of Investments 259,917 259,917
Acquisition of Equipment Under Capita! Lease 69,442 69.442

Total Noncash Transactions 69,442 $ 259,917 329.359
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STATE OF NORTH DAKOTA 
 

 
 

Fiduciary Funds 
 

Fiduciary funds account for assets held by the State in a trustee capacity or as an agent for individuals, 
private organizations, and/or other governmental organizations. 

 
Pension and Other Employee-Related 

Benefit Trust Funds 
 

DEFERRED  COMPENSATION 
 

981 - Deferred Compensation Fund 
Accounts for the activity of the deferred compensation 
plan adopted under the provisions of Internal Revenue 
Service Code, Section 457, for State employees. 

 
PERS FLEXCOMP 

 
932 - Flex Program 
Accounts for pre-tax premium conversions, a medical 
spending account and a dependent care spending 
account according to Section 125 of the Internal 
Revenue Code. 

 
HIGHWAY PATROLMEN'S  RETIREMENT 

 
982 - Highway Patrolman's Retirement Fund 
A single employer defined benefit pension plan covering 
officers of the State Highway Patrol. 

 
JOB SERVICE RETIREMENT 

 
920 - Job Service Retirement Fund 
A single employer defined benefit pension plan for Job 
Service employees. Participation in this plan is limited to 
employees participating in the program as of 
September 30, 1980. 

 
PREFUNDED RETIREE HEALTH PROGRAM 

 
933 - Prefunded Retiree Health Program 
Members receiving retirement benefits from NDPERS 
receive a credit toward their monthly health insurance 
premium under the state health plan. 

 
PUBLIC EMPLOYEES' RETIREMENT 

 
470 (983) - Publi c Employees Retirement System 
Accounts for the financial resources associated with the 
Public Employees Retirement System. 

 
DEFINED CONTRIBUTION RETIREMENT 

 
930 - Defined Contribution Retirement Plan 
Accounts for the financial resources of the Defined 
Contribution Retirement Plan. Participation in this plan is 
limited to state employees who are in positions not 
classified by the Central Personnel Division and who are 
not employees of the judicial branch or board of higher 
education. 

TEACHERS'  RETIREMENT 
 

964 - North Dakota Teachers' Fund For Retirement 
Accounts for the financial  resources of the Teachers' 
Retirement Fund. 

 
Investment Trust Funds 

 
911 - ND Association of Counties RIO Investments 
Account  for the investment assets  held by the State 
Investment Board in a trustee capacity as an agent for 
the North Dakota Association of Counties. 

 
913 - City of Bismarck RIO Investments 
Account for the investment assets held by the State 
Investment Board in a trustee capacity as an agent for 
the City of Bismarck. 

 
936 - City of Grand Forks RIO I nvestments 
Account for the investment assets held  by the State 
Investment Board in a trustee capacity as an agent for 
the City of Grand Forks. 

 
950 - City of Fargo RIO Investments 
Account for the investment assets held  by the State 
Investment Board in a trustee capacity as an agent for 
the City of Fargo. 

 
Private Purpose Trust Funds 

STUDENT AND CULTURAL DONATIONS 
 

928 - I ndian Cultural Education Trust Fund 
Trust accounts for donations provided for the purpose of 
generating income to benefit Indian Culture. 

 
937 - Department of Public Instruction Thordarson 
Scholarship Trust Fund 
Fund used to provide scholarship grants to students 
enrolled in courses offered by the independent study 
division. 

 
988 - School for the Deaf Scholarship Trust Fund 
Account for funds donated to provide scholarships to 
deaf students. 

 
989 - School for the Deaf Student Trust Funds 
Accounts for funds donated to the School for the Deaf 
for the benefit of the students. 
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Fiduciary Funds 
 

 
 

COLLEGE SAVE 
 

940 - College SAVE 
Program established by the State of North Dakota to 
encourage the investment of funds to be used for 
qualified higher education expenses at institutions of 
higher education. 

 
MANDAN REMEDIATION TRUST 

 
943 - Mandan Remediation Trust 
Accounts for the funds obtained from a lawsuit 
settlement for the remediation efforts of the North 
Dakota Health Department and the City of Mandan. 

 
Agency Funds 

 
BONDING 

 
402 - Sales and Use Tax Deposit Fund 
Accounts for cash received in lieu of a surety bond for 
sales tax permit holders. 

 
403 - Motor Fuel Cash Bond Deposit Fund 
Accounts for cash received in lieu of a surety bond for 
motor vehicle fuel dealers. 

 
939 - Public Service Commission Trustee Account 
Accounts   for  savings  certificates  posted  in  lieu  of 
performance  bonds  for  surface  mining  activities  and 
grain elevator insolvency cases. 

 
942 - Agriculture Cash and Investment 
Accounts for securities or bonds in lieu of a surety bond 
relating to the operation of livestock dealers, auction 
markets and dairy plants. 

 
944 - Cash Bonds 
Accounts for the financial resources for the plugging of 
abandoned oil and gas wells and the reclamation of 
abandoned oil and gas well sites. 

 
945 - Insurance Companv Deposits 
Accounts for securities of domestic insurance companies 
required by the NDCC to keep on deposit with the 
Insurance Commissioner securities in a value equal to 
the policies they have in force. 

 
947 - District Court Bond Fund 
Accounts  for  bail bonds posted for  civil and criminal 
court cases. 

 
PAYROLL 

 
461 - OMB Unemployment/Payroll Clearing Fund 
Accounts for employers and employees  payroll taxes 
and other  deductions  such  as,  insurance  and  credit 
union deductions, etc. 

 
CHILD SUPPORT 

 
463 - Child Support Disbursement Unit Fund 
Accounts for all child support payments received by the 
state disbursement unit. 

 
STUDENT AND OTHER 

 
406 - Drivers License Trust Fund 
Accounts for cash received from a motor vehicle 
operator involved in an accident and has no automobile 
liability policy and the driver was negligent. 

 
946 - District Court Collection Fund 
Accounts for collections for third parties. 

 
986 - Developmental Center Residents' Funds 
Accounts for funds belonging to patients of the State 
Developmental Center. 

 
990 - Veteran's Home-Custodial 
Accounts for resident's personal funds. 

 
991 - State Hospital Patients 
Accounts for patient's personal funds. 

 
992 - Prisoner Accounts 
Accounts for prisoner's personal fund. 

 
993 - Youth Correctional Center Student Accounts 
Account for the student's personal funds. 

 
994 - School for the Deaf Students 
Account for the students personal funds. 

 
TAX COLLECTION 

 
434 - City Lodging Tax Suspense 
Accounts for city lodging tax collected by the State Tax 
Commissioner. 

 
435 - City Sales Tax Suspense 
Accounts for city sales and use taxes collected by the 
State Tax Commission. 

 
437 - City Motor Vehicle Rental Tax 
Accounts for city motor vehicle rental tax collected by the 
state tax commissioner. 

 
438 - City Restaurant and Lodge Tax Suspense 
A city tax, at a rate not to exceed one percent, upon the 
gross receipts of retailers on the leasing or renting of 
hotel, motel, or tourist court accommodations within the 
city and gross receipts of a restaurant from any sales of 
prepared food or beverages, not including alcoholic 
beverages for consumption off the premises where 
purchased is collected by the State Tax Commissioner. 
Proceeds, net of a 3% administrative fee which is 
deposited into the general fund, are remitted quarterly to 
each city collecting the tax. 
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STATE OF NORTH DAKOTA 
 

 

Combining Statement of Fiduciary Net Position 
Pension, Investment and Private-Purpose Trust Funds 
June 30, 2013 

 
Pension and Other Employee Benefit Trust Funds 

 

  
Defined

 
Highway

 
Job

  
Prefunded

Deferred Contribution Patrolmen's Service PERS Retiree Health
Compensation Retirement Retirement Retirement Flexcomp Pro11ram

 

ASSETS 

Cash Deposits at the Bank of ND $ 130,851   $ 91,669   $ $ 2,090   $ 370,095   $ 41,067 
Cash and Cash Equivalents 

 
Receivables: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
L 

 
 
 
 
 
 
 
 

N 

Contributions Receivable 

Accounts Receivable - Net  172,005  5,499 499.419 758,365

Interest Receivable - Net 102,248 45,896 72,982
Due from Other Funds 420.416
Due from Fiduciary Funds 24.492  4,672 123 15,555 68,920

Total Receivables 24.492 172,005 106,920 51,518 514,974 1,320,683

 
Investments, at Fair Value:       

Investments at the Bank of ND 
Equity Pool 29,980,175 36,368,800 43,854.432
Fixed Income Pool 1,096,488 1,024,745 12,589,000 53.427,026 29,749,849
Cash and Cash Pool 754,184 601,042 
Real Estate Pool 10,694,399
Alternative Investments 

Annuities 
 

95,018
 2,935,038    

Mutual Funds 48,980,243 25,583,919     
Total Investments 50,171,749 26,608,664 56,952,796 90,396,868 73,604,281

 
Invested Securities Lending Collateral       

 
Prepaid Items 

 
335

    
163

 
549,260

Capital Assets (Net of Depreciation) 1,414,961 19,377 24,554 16,544 707,481 270,173

 
Total Assets 

 
51,742,388

 
26,891,715

 
57,084,270

 
90.467,020 

 
1,592,713

 
75,785.464

 
ABILITIES 

Accounts Payable 13,610 88,063 14,636 57,110
Accrued Payroll 

Securities Lending Collateral 
30,141    17,822  

Due to Other Funds 4,871 226 5,226 53,821
Due to Fiduciary Funds 

Amounts Held in Custody for Others 
 

37,210

6,814 40,186   102,106

Unavailable Revenue 15,532

Compensated Absences  Payable 42,540    25,587  
Total Liabilities 143,904 7,040 40,186 88,063 63,271 213,037

 
ET POSITION 

Net Position Held in Trust for: 

Pension  Benefits 51,598.484 26,884,675 57,044,084 90,378,957 75,572,427 
Other Employee Benefits 1,529.442 
External Investment Pool Participants 
Other Purposes       

Total Net Position $ 51,598.484 $ 26,884,675 $ 57,044,084 $ 90,378,957 $ 1,529,442 $ 75,572.427
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(Continued on Next Page) 
 

 

 
 
 

 
Pension and Other Employee Benefit Trust Funds Investment Trust Funds 

   

 
Public NO 

Employees Teachers City of Association City of City of 

Retirement Retirement Total Bismarck of Counties Grand Forks Fargo Total 
   

 
 

$ 5,552,040   $ 16,044,045    $ 22,231,857 $ 51,836   $ 360,305   $ $ 364,501   $ 776,642 
 
 
 
 

8,338,059 15,653, 192 25,426,539 
 

3,488,652 7,657,195 11,366,973 88,707 15,081 894 104,682 

1,180 421,596 

104,387 616 218,765 

 
   

11,932,278 23,311,003 37,433,873 88,707 15,081 894 104,682 
   

 
 
 
 

1,021,413,514 951,272,867 2,082,889,788 43,832,543 815,897 30,789,649 37, 120,765 112,558,854 

428,902,591 392,807,091 919,596,790 32,752,318 1,541,597 13,340,724 25,991,313 73,625,952 

25,694,768 24,369,601 51,419,595 513,660 266,454 425, 132 1,205,246 

364,354,225 340,442,941 715,491,565 18,757,271 8,010, 126 4,979,280 31,746,677 

99,995,649 94,185,760 197,116,447 3,916,165 2,836, 108 1,681,860 8,434,133 

95,018 

74,564,162 

 
 

1,940,360,747 1,803,078,260 4,041,173,365 99,771,957 2,357,494 55,243,061 70,198,350 227,570,862 
   

 
   

 
1,582 551,340 

2,810,501 5,263,591 
   

 
1,960,657,148 1,842,433,308 4, 106,654,026 99,912,500 2,717,799 55,258,142 70,563,745 228,452, 186 

   

 
 

2,726,521 2,841,628 5,741,568 123,772 2,367 64,762 95,632 286,533 

79,609 127,572 
 

22,671 7,720 94,535 

69,043 218,149 

37,210 

15,532 

89,278 157,405 

 
   

2,987,122 2,849,348 6,391,971 123,772 2,367 64,762 95,632 286,533 
   

 
 

1,957,670,026 1,839,583,960 4,098,732,613 
1,529,442 

 
 
 

99,788,728 2,715,432 55, 193,380 70,468,113 228, 165,653 

 
 

   

$ 1,957,670,026   $     1,839,583,960   $     4, 100,262,055 $ 99,788,728   $ 2,715,432    $ 55,193,380   $ 70,468, 113   $ 228, 165,653 
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Combining Statement of Fiduciary Net Position 
Pension, Investment and Private-Purpose Trust Funds (Continued) 
June 30, 2013 

 
Private-Purpose Trust Funds 

 
 
 
 

A 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
L 

 
 
 
 
 
 
 
 

N 

  
Student and 

Cultural 

Donations

 
Mandan 

Remediation 

Trust

 
 

College 

SAVE

 
 
 
 

Total 
 
SSETS 

Cash Deposits at the Bank of ND $ 120,380  $ 7,604,462  $ $ 7,724,842
Cash and Cash Equivalents 12,535 1,575,439 639,567 2,227,541

Receivables:  
Contributions Receivable 
Accounts  Receivable - Net 44,844 44,844
Interest Receivable - Net 1,559 1,559

Due from Other Funds 
Due from Fiduciary Funds     

Total Receivables 1,559 44,844 46,403

 
Investments, at Fair Value:     

Investments at the Bank of ND 

Equity Pool 
21,549   21,549

Fixed Income Pool 

Cash and Cash Pool 
789,695   789,695

Real Estate Pool 
Alternative Investments 
Annuities 
Mutual Funds   329,558, 179 329,558, 179

Total Investments 811,244 329,558, 179 330,369,423

 
Invested Securities Lending Collateral 

 
73,152

   
73,152

 
Prepaid Items     
Capital Assets (Net of Depreciation) 

 
Total Assets 

 
1,018,870

 
9,179,901

 
330,242,590 

 
340,441,361

 
ABILITIES 

Accounts Payable 292 44,342 680,742 725,376 
Accrued Payroll 
Securities Lending Collateral 73,152 73,152

Due to Other Funds 
Due to Fiduciary Funds 
Amounts Held in Custody for Others 
Unavailable Revenue 
Compensated Absences  Payable     

Total Liabilities 73,444 44,342 680,742 798,528

 
ET POSITION 

Net Position Held in Trust for: 

Pension Benefits 
Other Employee Benefits 
External Investment Pool Participants 
Other Purposes 945,426 9,135,559 329,561,848 339,642,833

Total Net Position $ 945,426 $ 9,135,559 $ 329,561,848 $ 339,642,833
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STATE OF NORTH DAKOTA 
 

 

Combining Statement of Changes in Fiduciary Net Position 
Pension, Investment and Private-Purpose Trust Funds 
For the Fiscal Year Ended June 30, 2013 

 

Pension and Other Emploee Benefit Trust Funds 
 

 

Defined  Highway Job   Prefunded 

Deferred Contribution Patrolmen's Service PERS Retiree Health 

Compensation Retirement Retirement Retirement Flexcomp Program 
 

 

ADDITIONS 
 

Contributions: 

Employer $ $ 906,296   $ 1,586,186   $ $ $ 9,959,603 

Employee 5,198,258 886,855 1,028,615 72,174 5,866,659 6,014,003 
From Participants 

Transfers from Other Funds 412,500 

Transfers from Other Plans 1,086,587 104 
Donations 

 

Total Contributions 6,697,345 1,793,255 2,614,801 72,174 5,866,659 15,973,606 
 

 
Investment Income: 

 

Net Change in Fair Value of Investments 3,718,955 2, 166,442 5,766,740 7,978,316 6,384,010

Interest and Dividends 1,645,810 913 ,834 1,286,296 2,248 ,708 439 1,777,178

 
Less Investment Expense 

 
(20,007)

 
13,902

 
198,484

 
242,783   

197,797

 
Net Investment Income 

 
5,384,772

 
3,066,374

 
6,854,552

 
9,984,241 

 
439

 
7,963,391

 
Repurchase Service Credit 

Miscellaneous Income 

 
 

212,614

 
 

18,290

 
133,169   

 

660,774

 
371,587

 
Total Additions 

 
12,294,731

 
4,877,919

 
9,602,522

 
10,056,415 

 
6,527,872

 
24,308 ,584

 
DEDUCTIONS       

Benefits Paid to Participants 1,605,608 809,546 3,749,888 4 ,353,984 5,826,126 6,002,401

Refunds 22,428 8,765

Prefunded Credit Applied 

Transfer to Other Plans 

Payments in Accordance with Trust Agreement s 
     

200,000 
6,458 ,449

Administrative Expenses 795,631 11,918 29,237 30,014 478,968 185,619

 
Total Deductions 

 
2,401,239

 
821,464

 
3,801,553

 
4,383,998 

 
6,505,094

 
12,655,234

 

Purchase of Units at Net Asset Value of $1.00 Per Unit 

Change in Net Position Held in Trust for: 
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Pension Benefits 

Other Employee Benefits 
9,893,492 4,056,455 5,800,969 5,672 ,417  

22,778

11,653,350

External Investment Pool Participants 

Other Purposes       

Net Position - Beginning of Year 41,704,992 22,828,220 51,243,115 84,706,540 1,506,664 63,919,077

 
Net Position - End of Year 

 
$ 51,598 ,484

 
$ 26,884 ,675

 
$ 57,044,084

 
$ 90,378,957 

 
$ 1,529,442

 
$ 75 ,572,427
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(Continued on Next Page) 
 

 

 
 
 
 

Pension and Other Employee Benefit Trust Funds Investment Trust Funds 

 
Public 

Employees 
Retirement 

 
 

Teachers 
Retirement 

 
 
 
 

Total 

 
ND 

Association 
of Counties

 
 

City of 
Grand Forks

 
 

City of 
Fargo

 
 
 
 

Total 
 
 
 
 
 

$ 48,846,796 

 
 
 
 
 
$ 59,352,860 

 
 
 
 
 

$ 120,651,741 

 
 
 
 
 

$

 
 
 
 
 

$

 
 
 
 
 

$

 
 
 
 
 

$ 
46,815,060 53,824,557 119,706,181  

  412,500  
  1,086,691     

95,661,856 113,177,417 241,857,113 
 
 

195,052,808 

 
 

185,196,374 

 
 

406,263,645 

 
 

107,664

 
 

5,550,253

 
 

6,900,375 

 
 

21,755,243
43,509,791 41,018,935 92,400,991 63,052 1,201,760 1,761,569 5,353,572

 
6,713,127 

 
6,010,000 

 
13,356,086 

 
6,171

 
176,648

 
222,261 

 
739,779

 
231,849,472 

 
220,205,309 

 
485,308,550 

 
164,545

 
6,575,365

 
8,439,683 

 
26,369,036

 
7,470,218 

 
2,641,019 

 
10,615,993     

30,912 922,590 
 

334,981,546 
 

336,054,657 
 

738,704,246 
 

164,545
 

6,575,365
 

8,439,683 
 

26,369,036
 
 
 
 

103,295,777 

 
 
 
 

145,943,323 

 
 
 
 

271,586,653 

    

5,783,824 3,053,395 8,868,412 
6,458,449 

212,500  412,500  
2,059,315 1,623,638 5,214,340  

 
111,351,416 

 
150,620,356 

 
292,540,354     

    
900,000

 
237,035

 
454,000 

 
1,591,035

 
 

223,630, 130 

 
 

185,434,301 

 
 

446,141,114 
    

22,778 
   1,064,545 6,812,400 8,893,683 27,960,071

 
1,734,039,896 

 
1,654,149,659 

 
3,654,098,163 

 
1,650,887

 
48,380,980

 
61,574,430 

 
200,205,582 

 
$ 1,957,670,026   $

 
1,839,583,960 

 
$     4, 100,262,055 

 
$ 2,715,432

 
$ 55,193,380

 
$ 70,468,113 

 
$ 228, 165,653
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Combining Statement of Changes in Fiduciary Net Position 
Pension, Investment and Private-Purpose Trust Funds (Continued) 
For the Fiscal Year Ended June 30, 2013 

 
Private-Purpose Trust Funds 

 

 
Student and Mandan 

Cultural Remediation College 

Donations Trust SAVE Total 
 

 
ADDITIONS 

 

Contributions: 

Employer $ $ $ $ 
Employee 

From Participants 30,098,860 30,098,860 
Transfers from Other Funds 

Transfers from Other Plans 

Donations  3,811 3,811   
 

Total Contributions 3,811 30,098,860 30,102,671

 
Investment Income: 

Net Change in Fair Value of Investments 

 
 

59,558

  
 

20,540,183 

 
 

20,599,741
Interest and Dividends 15,887 13,116 8,121,519 8,150,522

 
Less Investment Expense     

 
Net Investment Income 

 
75,445

 
13,116

 
28,661,702 

 
28,750,263

 
Repurchase Service Credit 

Miscellaneous Income 

 
 

2,000

   
 

2,000

 
Total Additions 

 
81,256

 
13,116

 
58,760,562 

 
58,854,934

 
DEDUCTIONS     

Benefits Paid to Participants  
Refunds 
Prefunded Credit Applied 
Transfer to Other Plans 
Payments in Accordance with Trust Agreements 4,085 359,808 34, 135,508 34,499,401
Administrative Expenses 1,918 20,572 2,428,166 2,450,656

 
Total Deductions 

 
6,003

 
380,380

 
36,563,674 

 
36,950,057

 

Purchase of Units at Net Asset Value of $1.00 Per Unit 

Change in Net Position Held in Trust for: 

Pension Benefits  Other Employee Benefits 
External Investment Pool Participants 

Other Purposes 
 

75,253
 

(367,264) 
 

22,196,888 
 

21,904,877

Net Position - Beginning of Year 870,173 9,502,823 307,364,960 317,737,956

 
Net Position - End of Year 

 
$ 945,426

 
$ 9,135,559   $

 
329,561,848 

 
$ 339,642,833
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Combining Statement of Fiduciary Assets and Liabilities 
Agency Funds 
June 30, 2013 

 
 
 

Child Student Tax 

Bonding Payroll Support and Other Collection Total 
 

 
ASSETS 

 

Cash Deposits at the Bank of ND $ 7,565, 178 $ 235,878 $ 2,940,506 $ 667,864 $ 12,154,407 $ 23,783,832
Cash and Cash Equivalents 5,511,960 252,274 309,999 2,566,634 8,641,087
Investments at the Bank of ND 27,662,279 150,662 27,612,961
Investments 140,000 4,661 144,661
Accounts Receivable - Net 9,796,371 9,796,371
Taxes Receivable - Net 29,642,009 29,642,009
Interest Receivable - Net    37  37

Total Assets $ 40,699,437 $ 10,034,249 $ 3, 192,760 $ 1,333,463 $ 44,363,250 $ 99,623,176

 
LIABILITIES       

 

Intergovernmental  Payable $ $ 9,902,075 $ $ $ 43,624,652 $ 53,726,927
Tax Refunds Payable 150,359 2,612 153,171

Unavailable Revenue 535,586 535,586

Amounts  Held in Custody for Others 40,749,078 132,174 3, 192,779 1,333,463  45,407,494

Total Liabilities $ 40,699,437 $ 10,034,249 $ 3,192,780 $ 1,333,463 $ 44,363,250 $ 99,823,176
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Combining Statement of Changes in Assets and Liabilities 
Agency Funds 
For the Fiscal Year Ended June 30, 2013 

 
 

 June 30 

2012

 
 

Additions

 
 

Deductions 
June 30 

2013

Bonding   
ASSETS   

Cash Deposits at the Bank of ND $ 6,292,123 $ 1,956,143 $ 663,088 $ 7,585,178
Cash and Cash Equivalents 3,699,935 7,240,078 5,428,033 5,511,980
Investments at the Bank of ND 25,760,619 2,950,759 1,049,099 27,662,279
Investments 250,000 10,000 120,000 140,000
Accounts Receivable - Net 32,495 32,495 

Total Assets $  36,035, 172 $    12,156,980 $ 7,292,715 $     40,899,437 
 

LIABILITIES 
 

Tax Refunds Payable $ 18,000 $ 150,359 $ 18,000 $ 150,359
Amounts Held in Custody for Others 36,017, 172 12,124,485 7,392,579 40,749,078

Total Liabilities $  36,035, 172 $    12,274,844 $ 7,410,579 $     40,899,437 
 

Payroll 
 

ASSETS 
Cash Deposits at the Bank of ND $ 278,949 $ 109,290,469 $ 109,333,540 $ 235,878
Accounts Receivable - Net 8,348,945 9,798,371 8,348,945 9,798,371

Total Assets $  8,627,894 $  119,088,840 $ 117,682,485 $     10,034,249 
 

 
LIABILITIES 

 

Intergovernmental Payable $ 8,499,452 $ 9,902,075 $ 8,499,452 $ 9,902,075
Amounts Held in Custody for Others   128,442 110,739,895 110,736,163 132,174

Total Liabilities $ 8,627,894 $  120,641,970 $ 119,235,615 $     10,034,249

 

Child Support 
 

ASSETS 
Cash Deposits at the Bank of ND $ 3,218,761 $ 122,794,877 $ 123,073,131 $ 2,940,507
Cash and Cash Equivalents 248,328 3,945 252,273

Total Assets $  3,467,089 $  122,798,822 $ 123,073,131 $ 3,192,780 
 

 
LIABILITIES 

 

Amounts Held in Custody for Others $ 3,467,089 $ 125,319,941 $ 125,594,250 $ 3,192,780
Total Liabilities $ 3,467,089 $ 125,319,941 $ 125,594,250 $ 3,192,780
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June 30 June 30
2012 Additions Deductions 2013

 

Student and Other 
 

ASSETS 
 

Cash Deposits at the Bank of ND $ 729,350 $ 3,107,192 $ 2,968,678 $ 867,864
Cash and Cash Equivalents 354,696 1,844,832 1,889,529 309,999
Investments at the Bank of ND 115,682 624,412 589,412 150,682
Investments 4,881 4,881
Interest Receivable - Net 50 37 50 37

Total Assets $ 1,204,659 $ 5,576,473 $ 5,447,669 $ 1,333,463 
 

 
LIABILITIES 

Amounts Held in Custody for Others $ 1,204,659 $ 6,659,993 $ 6,531,189 $ 1,333,463 
Total Liabilities $ 1,204,659 $ 6,659,993 $ 6 , 531,189 $ 1,333,463 

 
 

Tax Collection 
 

ASSETS 
Cash Deposits at the Bank of ND $ 11,439,902 $ 244,653,367 $ 243,938,863 $  12,154,406
Cash and Cash Equivalents 3,213,800 48,921 695,886 2,566,835
Taxes Receivable - Net 31,310,273 29,642,009 31 , 310,273 29,642,009

Total Assets $ 45,963,975 $ 274,344,297 $ 275,945,022 $     44,363 ,250 
 

 
LIABILITIES 

Intergovernmental Payable $ 45,962,912 $ 268,187,033 $ 270,325,093 $  43,824,852
Tax Refunds Payable 1,063 2,812 1,063 2,812

Unavailable Revenue 
Amounts Held in Custody of Others  535,586  535,586

Total Liabilities $ 45,963,975 $ 268,725,431 $ 270 ,326, 156 $     44,363 ,250 
 
 

Total -All Agency  Funds 
 

ASSETS 
Cash Deposits at the Bank of ND $ 21,959,085 $ 481,802,048 $ 479,977,300 $  23,783,833
Cash and Cash Equivalents 7,516,759 9,137,776 8,013,448 8,641,087
Investments at the Bank of ND 25,876 ,301 3,575,171 1,638,511 27,812,961
Investments 254,881 10,000 120,000 144,881
Accounts Receivable - Net 8,381,440 9,798,371 8,381 ,440 9,798,371
Taxes Receivable - Net 31,310,273 29,642,009 31 ,310,273 29,642,009
Interest Receivable - Net 50 37 50 37

Total Assets $  95,298,789 $  533,965,412 $ 529,441,022 $     99,823, 179 
 

 
LIABILITIES 

 

Intergovernmental Payable $ 54,462, 364 $  278,089,108 $ 278 , 824, 545 $   53,726,927
Tax Refunds Payable 19,063 153, 171 19,063 153, 171
Unavailable Revenue 535,586 535,586
Amounts Held in Custody for Others 40,817,362 254,844,314 250,254 , 181 45,407,495

Total Liabilities $ 95,298,789 $ 533,622,179 $ 529,097 ,789 $ 99,823,179
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INDEX TO SCHEDULES 
 
 

Financial Trends – These schedules contain trend information to help the reader understand how the State’s 
financial performance and well-being have changed over time. 

Schedule 1 – Net Position by Component .................................................. 170 
Schedule 2 – Changes in Net Position ........................................................ 172 

Schedule 3 – Fund Balances, Governmental Funds ................................... 174 
Schedule 4 – Changes in Fund Balances, Governmental Funds ................ 176 

Revenue Capacity – These schedules contain trend information to help the reader assess the State’s 
capacity to raise revenues and the sources of those revenues. 

Schedule 5 – Taxable Sales by Industry ...................................................... 178 
Schedule 6 – Sales Tax Revenue Payers by Industry ................................ 178 

Debt Capacity – These schedules present information to help the reader assess the affordability of the 
State’s current levels of outstanding debt and the State’s ability to issue additional debt in the future. 

Schedule 7 – Ratios of Outstanding Debt by Type ...................................... 180 
Schedule 8 – Pledged Revenue Coverage .................................................. 182 

Schedule 9 – Legal Debt Limit ................................................................... 184 

Demographic and Economic Information – These schedules contain trend information to help the reader 
understand the environment in which the State’s financial activities occur. 

Schedule 10 – Demographic and Economic Indicators ................................ 185 
Schedule 11 – Principal Employers ............................................................ 186 

Schedule 12 – Employment by Industry ...................................................... 186 
Schedule 13 – Education Enrollment .......................................................... 187 

Operating Information – These schedules contain information about the State’s operations and resources by 
the functions it performs. 

Schedule 14 – State Employees by Agency ................................................ 188 
Schedule 15 – Operating Indicators by Function ........................................ 190 

Schedule 16 – Capital Assets by Function .................................................. 191 

Public Entity Risk Pool Claims Information 

Schedule 17 – Claims Development Information ......................................... 192 

Miscellaneous Statistics – This information may provide the reader with more insight into the State’s 
financial status. 

Schedule 18 – Agricultural Production ......................................................... 196 
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STATE OF NORTH DAKOTA 
 
 

Schedule 1- Net Position by Component 
Last Ten Fiscal Years 
(accrual basis of accounting) 

 
 2004 2005 2006 2007

Governmental Activities 
Net Investment in Capltal Assets 

 

$ 1,027,252,008

 

$ 1,094,550.779
 

$ 1,077,843,107 
 

$ 1,151,716,486
Restricted 927,324,320 1,046,115,113 1,281,416,598 1,384,212,299
Unrestricted 353,193,506 437,010,686 538,891,416 894,967,295

Total Governmental Activities Net Position $ 2,307, 769,834 $ 2,577,676,578 $ 2,898,151 ,121 $ 3,430,896,080   
 

Business-Type Activities 
 

Net Investment in Capital Assets $ 499,222,000 $ 505,915,735 $ 516,243,464 $ 527,402,572
Restricted 366,936.437 393,237,729 391,312,218 478,219,512
Unrestricted 711,777,176 737,348,941 820,268,283 745,972,838

Total Business-Type Activities Net Position $ 1,577,935,613 $ 1,636,502,405 $ 1,727,823,965 $ 1,751,594,922

Primary Government  
Net Investment in Capltal Assets $ 1,526.474,008 $ 1,600.466,514 $ 1,594,086.571 $ 1,679.119,058
Restricted 1,294,260,757 1.439,352,842 1,672,728,816 1,862.431,811
Unrestricted 

Total Primary Government Net Position 1,064,970,682
   $ 3,885,705,447

1,174,359,627
$ 4,214, 178,983

1,359.159,699 
s 4,625,975,086  

1,640,940.133
s 5,182,491,002 
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2008 2009 2010 2011 2012 2013 
 

 

$ 1,400,535,033 $ 1,323,476,716 $ 1,450,350,320 $ 1,640,080,874 $ 1,943,226,802 $ 2,331,214,264 
1,458,565,511 1,502,237,251 1,984,324,201 2,470,400 ,337 3,094,031,766 3,786, 154,729 
1,119,875,688 1,562,969,653 1,772,441,595 2,537,062,796 3,635,538,536 5,597,014,917 

$     3,978,976,232      $     4,388,683,620      $ 5,207,116,116 $     6,647,544,007 $ 8,672,797, 104 $    11,714,383,910 
 

$ 792,067,993 
632,431,958 

1,019,582,872 

s 2,444,082,823 

 

$ 1,947,234,468 $ 1,902,304,538 $ 2,094,458, 779 $ 2,346,540,513 $ 2,695,584,037 $ 3,123,282,257 
1,991,520, 148 2,011,110,394 2,429,933,613 2,922,712,350 3,664,022,819 4,418,586,687 
1,772,880,535 2,118,209,152 2,521,699,801 3,453,821,594 4,593,334,702 6,616,597,789 

$ 5,711,635,151 $ 6,031,624,084 $ 7,046,092, 193 $ 8,723,074,457 $   10,952,941,558 $    14,158,466,733 

$ 546,699,435 $ 578,827,822 $ 644, 108,459 $ 706,459,639 $ 752,357,235
532,954,637 500,433,232 445,609,412 452,312,013 569,991,053
653,004,847 563,679,410 749,258,206 916,758,798 957,796,166

$ 1,732,658,919 $ 1,642,940,464 $ 1,838,976,077 $ 2,075,530,450 $ 2,280, 144,454
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Schedule 2 - Changes in Net Position 

Last Ten Fiscal Years 
 

(accrual basis of accounting) 
2004 2005 2006 2007

 
Expenses    
Governmental Activities: 

General Governmental $ 233,633,735 $ 243.437,116 $ 264,911.163 $ 275,242, 149
Education 469,333,531 486,221,447 496,821,495 507,384,841
Health and Human Services 803,600,511 826,832,059 854,450 ,025 874,003,750
Regulatory 17,756,651 17,966,367 19,676,826 21,180,817
Public Safety and Corrections 107,036.068 132,996,669 145,479,620 135,581,887
Agriculture and Commerce 57,532,612 55,795.473 54,457,817 58,591,473
Natural Resources 63,117,591 53,440,349 62,430,892 57,650,544
Transpottation 360,231,121 300,321,693 372,245,432 321,278,940
Interest on Long Term Debt 7,372 042 8103,849 12 880 933 14 438 858

Total Governmental Activities Expenses 2,119,613,862 2,125,115,022 2,283,354,203 2,265,553.259
Business-Type Activities: 

Bank of North Dakota 58,865,964 57,501,500 $ 71,263,587 $ 91,261,449
Housing Finance 49,646.082 45,922,148 46,579,809 51,176,023
Loan Programs 13,846,154 13,889,079 17,235,546 9.453,454
State Lottery 5,943,739 18,917,023 15,622,027 16,068,060
Unemployment Compensation 49,327,620 43,393,675 43,314,505 47,524,928
University System 656,811,533 696,918, 168 743,271,216 775,600, 118
Workers Compensation 125,727,859 183,465,747 116,020,938 231,787,346
Other 101 772 999 101 659 057 116.120.539 143,590 245

Total Business-Type Activities Expenses 1061.941 950 1,161686,397 1 169 428167 1 366 463623
Total Primary Government Expenses  $ 3,181,555,812 3,288,781,419 $ 314521782,370 $ 3,632,016,882

Program Revenues 
Governmental Activities: 

Charges for Se<vices: 

 
 
 
 
 
 

 

 

Charges for Services: 

 
 
 
 
 
 

 

 
 
 
 

 

 
 

Taxes: 

 
 
 
 
 
 

 

 
 

 
 

 
 
 

 

 

NOTE: The State Lottery became effective beginning Infiscal year 2004. 

General Governmental 21,798,406 $ 24,128,539 $ 23,186,427 $ 22,288,219
Education 3,443,449 4,082 ,785 3,875,283 3,616,003
Health and Human Services 19,339,252 18,744,551 29,134,050 24,970,751
Regulatory 19,476,543 16,700,094 17,072,857 20,267,416
Public Safety and Corrections 5,460,128 6,931,898 7,189.302 7,307,975
Agricutture and Commerce 20,260,986 16,234,145 22,935,699 19,593,774
Natural Resources 20.873,885 23,899.425 20,685.820 22,678,382
Transportation 64,565,890 61,057,805 77,967,969 74,146,958

Operating Grants and Contributions 1,050,657,720 1,084,731,432 1,144,749,200 1,148,061,678
Capital Grants and Contributions 73412 734 81 850,194 56 556 872 71 115382

Total Governmental Activities Program Revenues 1299 288993 1,338 360 868 1.403 153,479 1 414,046 538
Business-Type Activities: 

Bank of North Dakota 88,549,000 90,838,000 107,518,000 135,843,000
Housing Finance 39,327,000 36,643,000 39,209.000 45,137,000
Loan Programs 16,980,295 17,051,963 17,406,328 12,535,071
State Lottery 6,039,180 19,283,424 22.413,359 22,772,976
Unemployment Compensation 64,644.433 60,969,669 60,709,015 56,855,823
University System 270,650,811 296,896,978 331,584,391 351,789,074
Workers Compensation 99,083,053 106,195,254 94.383,040 130,586.004
Other 110,347,110 113,293,272 120,847,785 145,427,064

Operating Grants and Contributions 309, 148,951 304.001,326 283.315,181 368,697.788
Capital Grants and Contributions 9 405153 5997,781 577,251 7 314 326

Total Business-Type Activities Program Revenues 1 014 174 986 1 051 170 667 1 077 963,350 1 276 958126
Total Primary Government Program Revenues 2,313,463,979 $ 2,389,531,535 $ 2,481,116,829 21691,0041664

Net  (Expense)IRevenue 
Governmental Activities $ (820,324,869) $ (786,754,154) (880,200,724) $ (851,506, 721)
Business-Type Activities 
Total Primary Government Net Expense  (47,766,964l 

(868,091,833l 
(110,495, 730l

$ (897,249,884l 
(91,464,817l 

{971,665,541l (89,505,497l
$ 19411012,21e1

General Revenues and Other Changes In Net Assets 
Governmental Activities: 

Individual and Corporate Income Taxes $ 266,252,580 $ 320,048,741 $ 432 ,071,872 $ 449,064,105
Sales and Use Taxes 599,064,637 630,178,563 678,820,618 726,913,003
Oil, Gas and Coal Taxes 112,454,541 162.919,498 210,169.616 230,118,178
Business and Other Taxes 61,395,792 57,831,733 66,601 ,785 54,780,147

Unrestricted Investment Earnings 1,103,625 4,105,864 12,408,573 25,822,610
Tobacco Settlement 12,640,791 12,829,714 11,712,175 16,097,938
Miscellaneous 10,528,733 22,337,630 23,696,003 27,836,295
Contributions to Permanent Fund Principal 11,262,038 13,635,693 11,156,063 15,995,440
Special Item - Loss on Discontinuance of Computer Project 
Transfers (152.421,836l (170,925,314l (215,088,572l (167,116,902l

Total Governmental Activities 922 280 901 1052.962 122 1231,548133 1 379 510 814
Business-Type Activities: 

Miscellaneous 
Special Item - Loss on Discontinuance of Computer Project 
Transfers 155,342 786 167 349 759 188108 694 185840985

Total Business-Type Activities 155342 786 167 349,759 188108 694 185840985
Total Primary Government  $ 1,0771623,687 $ 120,311,881 1,4191656,827 1,565,351,799

Change In Net Assets 
Governmental Activities $ 101,956,032 $ 266,207,968 $ 351,347,409 $ 528,004 ,093
Business-Type Activities 107 575 822 56,854 029 96,643,877 96,335488
Total Primary Government $ 209,531,854 $ 323,061,997 447,991,286 $ 624,339,581



173 

Statls6cal Section 
 

 
 
 
 
 

 

2008 2009 2010 2011 2012 2013 
 

 
$ 313,329,720 $ 418,220,944 $ 393,432 ,224 $ 507,512.750 $ 617.152,026 $ 889,332, 121

537,756.698 564,818.600 849,337,255 830,649,191 843,780,168 875,991,527
960.439,610 1,005,299,226 1,149,201,916 1,244, 163,316 1,271,569,970 1,318,899,711
28,265.610 26,581,606 26,187,266 28.419,774 33,988,310 44,813,739

135,067,907 194,263,845 284 .846.465 242,521,440 303,602,543 209,732,547
67,941,955 68,057.495 85,327,633 98,038,471 91,653.406 93.212,834
64,090,113 64,816,773 81,304,271 117,862,905 132,679,303 114,752.488

318,241.207 382,619,328 463,845,880 468,695,689 796,123,066 595,646,719
13 293 248 12,683 901 11.773684 10 461 658 9 063 514 8.454 110

2,438.426,068 2 737 361 718 3345256594 3548 325193 4 099 612 325 4 150 835 796

$ 108,077,704 99,089,692 $ 60,132,606 $ 77,556,546 $ 71,996,932 $ 68,887,617
58.815.920 59.769,233 62,931,910 69.824.036 56,046,981 48,368,304
9,657,603 8,776,733 6,315,852 6,898,226 B.092,864 8,756,357

16,205,287 16.122,996 18,177.724 17,068,826 18,877,249 19.713.987
46,911,958 106,475,262 137,473,630 106.482.422 89,236,878 118,377,072

835.873,088 894.733.624 963,820,452 1,008,539.618 1,047,949,521 1,080,816.602
246,581,569 168,527,183 218,185,899 300,297.491 359,216,200 446,535,174
266 193 540 249,602.025 188406 517 237 373.095 523164,269 279 369 712

1 588 316 669 1 601 096 748 1675444 590 1.826040 260 2,174 580.894 2 072 844 825
4,026,742,737   $   4,338,458,466   $  5,020,701,184 $ 5,374,365,453 6,274,193,219   $ 6,223,680,621

 
 

$ 18,874,082 24,065,311 $ 20,683,111 26.663.061 $ 30,255,507 $ 32,815,967
3,994,400 4,325,036 5,440,633 6,985,958 7,515,580 6,066.567

31,576,197 34 .200,110 31,858,461 36,563.927 36,100,539 36,381,590
21,266,588 19.418,470 23,963,949 22,122,244 30,312,566 32,359,807
9,451.217 10.572.514 12,310,270 14.456.950 26,263,919 26,614,392

28,180,590 22,749,832 29,530,575 29,861,552 31,026,427 35,652.945
26.030.413 26.553.195 30,854 ,355 24,772.981 31,017,855 26,356,862
71,469,872 87,100,993 90.768,728 96.023,474 111,125,056 120,821,133

1,041.410,981 1,131,838.131 2,025,395,367 2.015,949,905 2,012,322.201 1,867,800.810
68 471 590 57 064 724 63 034 991 12 768 330 18099 423 5,353 007

   1,320,725 930 1 417,908,316 2 333 840 440 2 266 368 382 2 334 039 074 2 192 243 080

 

 158,993,000  155,951,000  138.081,000 140,043,000 145,038,000  161,080,000
53,106,663 53,438,021 48,814,007 54,190,469 49,583,855 42,649,030
10,522,025 6,941 ,602 6,013,058 5,989,229 6,185,948 7,538,124
22.219,058 21,815,381 24 ,498,988 23,085,242 26,587,851 27,999,486
51,993.327 75,137.232 115,951,800 119,074.810 126,040,929 127,174,321

369.469,634 400,638,083 418,085,075 438,741,616 468,992,991 466,262,379
145.487,917 163.857,781 157,710,330 193,150.136 253,677,520 320,237,794
261,985,312 238,431 ,304 201 ,085,424 246,210,771 278,124,295 289,981 ,947
258.218,249 114,158.181 412,398,322 449,392.800 601 ,695,091 370,855,633

9,244 575 10 820 227 19762 204 14,258261 20.975.446 19 865 857
1 341 239960 1 241 188.812 1542 400 208 1 684,136,334 1 976 901 926 1853644 571

$   2,661,965,890   $   2,659,097, 128   $  3,876,240,648 $ 3,970,504,716 4,310,941,000   $ 4,045,887 ,651

 

$ (1.117,700,138) $ (1,319,453,402) $ (1,011,416,154) (1,261,956,811) $ (1,765,573,251) $ (1,958,592 ,716)
(247,076,709) (359,907,936) (133,044,382) (141,903,926) (197,678,968) (219,200,254}

   (1,384,776,847)    (1,679,361,338)   $  (1,144,460,536) (1,403,860,737} (1,963,252,219)   $ (2,177,792,970)

 
 

$ 473,235.378  503,975,529 $ 379,938,009 $ 605,526,736 $ 658,905.496 $ 863,018.492
797,614,476 857,770,891 885.445,674 1,121,730,307 1,543,140.897 1,654,166,763
469,244 ,783 428.669,882 633,445,059 1,059,467,528 1,670.0S9.257 2,518,921,322

65,487,361 60,813,632 62.075.915 69.733,806 71,974,295 83,470,020
25,149,527 12,830,321 33,925.667 21.330,843 15.500,793 17,967,764
20,062,331 30,990,193 23,559,384 30,453,643 22,265,336 22,332,577
42,051,636 54,636,981 150,818,789 158.447.124 170,544,538 206.709.383
19,181,247 11,573,541 11,203,425 999,110 12,469,733 13,722,930

(3.314,057) 
(254,648,266) (229,267,859) (350,496,669) (365,304,396) (368.204,484) (409,585,575)

1.657 378.473 1 728.679.054 1829915253 2,702,384,702 3 796 655,862 4 970 743 676

      
1,940,000   

39,166,106
(14,728,630)

228.140 706 270 189.481 324 785 928 376 538 823 390 214 559 358 701 147
228,140,706 270.189 481 324,785 928 376,538 823 392 154.559 383,138 623

$   1 ,885,519,179    1,998.868,535         $  2,154,701,181       $ 3,078,923,525 4,188,810,421   $ 5,353,882,299

 

$ 539,678.335 409,225,652 $ 818,499,099 $ 1.440.427,891 $ 2,031,082,611 $ 3,012.150,960
(18,936,003) (89,718.455) 191,741,546 234,634,897 194,475,591 163,938,369
520,742,332 319,507,197 $ 1,010,2401645 $ 1,675,062,788 $ 2,225!5581202 $ 3,176,089,329
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Schedule 3 - Fund Balances, Governmental Funds 
Last Ten Flscal Years 
(modified accrual basis of accounting) 

 
 
 
 
General Fund 

2004 2005 2006

Reserved $ 1,108,857 $ 1,532,133 $ 2,050,599 
Unreserved 195,646,056 280,287,601 412,886 ,296 

Total General Fund 196,754,913 281,819,734 414,936,895 
All Other Governmental Funds  

Reserved 772,703,412 846,154,741 999,818,758 
Unreserved, Reported in: 

Special Revenue Funds 344,890,456 440,941,175 475,496 357 
Total All Other Governmental Funds 1I117,593,868 1,287,095,916 1,475,315,115 

Total Fund Balances, Governmental  Funds s 1,314,348,781 s 1,568,915,650 $ 1,890,252,010 

 
Note: Due to GASB Statement 54, a new table is included below for 2011 going forward. 

 
 

2011 2012 2013

 
General Fund     

Nonspendable $ 4,628,040 $ 498,042,684 $ 1,355,179,441 
Commlted 682,696,887 996,737 ,740 840,061,206 
Unassigned  712,046,495 1,412, 091, 095 2,142,277 489   

Total General Fund  1,399,371,422 2,906,871,519 4,337,518 ,136 
All Other Governmental Funds   

Nonspendable 81,757,950 82,345,060 85,991,097 
Resbicted 2,371,817,130 3,003,088,539 3,679,248 ,354 
Commited 1,055,012,373 682,600,401 1,200,571,048 
Assigned 124,052,099 66,930,266 64,730 ,555 
Unassigned (3,205,875) (3,797,855) !6,075,964) 

Total All Other Governmental Funds 3,629,433,677 3,831,166,411 5,024,465,090 
Total Fund Balances, Governmental Funds $ 5,028,805,099 $ 6,738,037,930 $ 9,361,983,226 
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2007 2008 2009 2010 
 

 

$ 1,690,187 $ 2,479,613 $ 4,123,554 $ 4,990,240
636,773,228 785,459,751 863,093,388 834,021,114

  638,463,415 787,939,364 867,216,942 839,011,354

 

1,094,599,293 1,102,476,731 1,021,911,207 2,201,584,878

576,408,347 870,164,282 1,195,606,640 1,525,108,012
1,671,007,640 1,972,641,013 2,217,517,847 3,726,692,890

$ 2,309,471,055 $ 2,760,580,377 $ 3,084,734,789 $ 4,565,704,244
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Schedule 4 - Changes in Fund Balances, Governmental Funds 

Last Ten Fiscal Years 

(modified accrual basis of accounting) 

 
 2004 2005 2006 2007

Revenues 
Individual and Corporate Income Taxes 

 
$ 265,907 ,357

 
$ 319,862,263

 
$ 409,691,305 

 
$ 443,215,760

Sales and Use Taxes 599,407,365 630,178,563 674,235,802 725,523,596
Oil, Gas, and Coal Taxes 112,454,541 162,919,498 210,157,778 230,124,520
Business and Other Taxes 61,395,792 57,286,643 57,386,606 54,742,121
Licenses, Pennits and Fees 100,502,495 99,655,471 122,528,304 116,236,397
Intergovernmental 1,011,333,930 1,060,896,574 1,079,689,531 1,061,075,404
Sales and Services 44,429,465 39,036,704 45,603,895 41,134,852
Royalties and Rents 25,480,076 54,937,603 64,279,399 64,580,931
Fines and Forfeits 15,355,746 14,460,365 12,396,632 14,834,336
Interest and Investment Income 84,295,367 69,224,302 82,674,439 147,584,215
Tobacco Settlement 22,983,256 23,326,753 21,348,506 29,215,336
Commodity Assessments 11,897,001 10,820,676 12,673,677 13,801,240
Miscellaneous 5.411,013 5,728,587 6,115 395 10,327,474

Total Revenues 2,360,853,404 2,548,334,002 2,798,781,269 2,952,396,182

Expenditures   
Current: 

General Government 
 

74,212,740
 

84,287,121
 

92,726,091 
 

94,139,748
Education 461,791,383 478,725,082 489,130,108 506,528,869
Health and Human Services 795,012,587 822,941,681 843,779,436 873,992,858
Regulatory 14,948,304 15,364,493 16,039,593 16,987,513
Public Safety and Corrections 102,275,243 128,185,075 139,043,860 129,458,229
Agriculture and Commerce 57,476,139 55,747,507 54,658,099 58,249,503
Natural Resources 57,536,974 49,843,758 55,557,993 52,990,134
Transportation 240,043,640 234,262,747 342,590,896 290,317,792

Intergovernmental - Revenue Sharing 157,200,675 157,867,895 171,942,576 181.498,302
Capital Outlay 125,531,217 156,323,725 121,433,926 143,672,671
Debt Service: 

Principal 
 

8,381,770
 

9,586,080
 

11,235,110 
 

10,215,343
Interest and Other Charges 6,962,225 7,836,683 11,799,333 13,341,252

Total Expenditures 2,101,372,897 2,200,971,847 2,349,937 ,021 2,371,392,214

Revenue over (under) Expenditures 259,480,507 347,362,155 448,844,248 581,003,968

Other Financing Sources (Uses) 
Bonds and Notes Issued 

 
5,871,011

 
69,013,223

 
115,130,668 

 
1,828,225

Refunding Bonds Issued 187,283 21,630,000 10,516,000 23,775,068
Payment to Refund Bond Escrow Agent (22,281,509) (10,388,000) (24,588,018)
Payment of Refunded Bonds 
Capital Lease Acquisitions 5,211,960 1,946,086 202,754
Sale of Capital Assets 581,050 1,313,753 1,248,797 230,528
Other (7,862)
Transfers In 207,479,994 303,157,108 195,454,840 241,687,946
Transfers Out (360,337,994) (474,082,423) (410,543,412) (408,804,848)

Total Other Financing Sources (Uses) (146,226,518) (96,037,888) (96,635,021) (165,668,345)

Net Changes in Fund Balances $ 113,253,989 $ 251 ,324,267 $ 352,209,227 $ •'15,335,623   
 
 

Debt Service as a Percentage of Noncapltal Expenditures <1% <1% <1% <1% 
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2008 2009 2010 2011 2012 2013 
 

 

$ 469,177,140 $ 505,011,491 $ 380,068,970 $ 602,185,856 $ 643,107,392 $ 845,590,604
795,575,768 857,400,779 883,265,443 1,120,803,578 1,542,807,423 1,652,264,305
469,231 ,373 428,629 ,782 633,497,612 1,058,519,977 1,670,529,100 2,518,629,175

63,575,524 61,017,632 62,344,622 70,417,133 72,084,077 80,514,313
123,469,151 133,219,868 143,516,524 154,090,944 183,303,744 191,268,529

1,088,706,508 1,252,165,449 1,692,074,692 1,610,019,463 1,753,469,275 1,428,170,719
49,459,036 48,871,700 47,993,528 53,599,656 51,864,186 51,333,672
96,037,810 125,251,686 407,051,277 328,289,031 392,165,022 389,989,643
10,903,234 15,774,414 13,282,502 16,213,841 18,151,711 23,770,098
(1,522,383) (110,353,157) 181,825,499 270,760,984 74,621,630 250,383, 144
36,478,816 39,327,032 32,839,602 30,453,643 31,277,903 31,344,429
18,152,847 16,502,864 19,558,592 23,111,279 19,710,327 28,572,996
10,178,935 5,863,644 11,870,275 7 622,389 25,651,998 56,131 404

3,229,423,759 3,378,683, 184 4,509,189,138 5,346,087,774 6,478,743,788 7,547,963,031

 
 

93,444,373 165,062,399 118,135,852 174,560,163 193,919,196 316,117,619
536,359,840 564,579,714 849,104,680 830,379,618 842,666,213 874,348,965
956,031,462 1,002,699,816 1,147,503,138 1,240,584,657 1,267,415,392 1,316,596,317

19,696,747 22,284,389 22,114,812 25,371,933 30,249,484 35,368,070
127,347,181 187,059,227 276,719,107 233,108,649 292,979, 177 199,319,379
67,675,838 67,987,832 85,141,016 97,880,158 91,516,274 92,435,869
58,128,187 58,433,165 73,359,931 110,413,413 123,117,235 105,696,650

283,717,240 353,240,413 425,930,371 430,542,156 753,087' 144 550,383,353
224,406,911 253,363,580 273,118,311 326,572,267 415,775,866 570,905,886
139,215,060 113,879,585 155,148,376 233,071,350 358,083,597 428,030,196

16,215,727 20,207,193 30,513,501 16,869,266 18,282,996 17,421,039
13,264,977 12 280,656 12,318,072 10,659,235 9736,260 8,744,962

2,535,503,543 2,821,077 ,969 3,469,107,167 3,730,012,865 4,396,828,834 4,515,368,305

693,920,216 557,605,215 1,040,081,971 1,616,074,909 2,081,914,954 3,032,594 ,726

 

 1,426,000  3,005,000   2,575,000  
     5,337,000 20,004,000 

     (4,940,000) (25,041,000) 
370,888 88,245 166,951 1,402,326 147,344 282,145

1,052,750  86,625  471,890 539,837 284,974  641,170

302,221, 706  278,233,887  474,985,111 566,165,036 1,162,122,470  398,824,628
(556,869,970) (507,501,746) (825,481,779) (931,469,432) (1,530,199,911) (808,397,373)
(251,798,626)  (226,087,989)  (349,857,827) (360,390,233) (372,682.123)  (408,649,430)

$   "42,121,590     $   331,517,226     $   690,224,1-44      $  1,255,684,676      $  1!709,232,831      $   2,623,945,296

 

<1% <1% <1% <1% <1% <1% 
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Schedule 5 
Taxable Sales by Industry 
Last Ten Calendar Years 

 
 

Calendar Year 
 

2003 2004 2005 2006 
 

Mining and Oil Extraction $ 58,538,788 $ 97,973,056 $ 131,849,866 $ 191,615,942 
Construction 193,399,184 240,018,916 294,678,543 352,454,828
Manufacturing 
Transportation, Communications, 

307,802,595 341,688,027 494,987, 751 543,692,333

And Public Utilities 721,601,734 790,441,560 915,437,434 954,523,004
Wholesale 1,293,684,071 1,455,025,213 1,446,044,209 1,612,369,604
Retail 3,963,823,988 4,221 ,825, 146 3,677,485,817 3,892,914,208
Services 
Accommodation and Food Service (1) 
Miscellaneous (1) 

744,082,659 

 
  64,525,223  

787,170,817 
 

  66,126,921  

1,558,601,437 

 
  47,865,825   

1,688,764,982 

 
  47,955,072  

 

Total $ 7,347,458,242 $  8,000,269,656 $  8,566,950,882 $  9,284,289,973 
 
Effective Tax Rate 

 
4.95% 

 
4.84% 

 

4.92% 
 

4.95% 
 

(1) Information was from SIC prior to 2007, when a switch was made to NAICS. There is no miscellaneous category under NAICS but 

there is an Accommodation and Food Service category, which was pulled from the SIC Services and Retail category. 

 
Source: ND State Tax Department 

 
 
 
 

Schedule 6 
Sales Tax Revenue Payers by Industry 
Calendar Years 2003 and 2012 
(Dollars are in Millions) 

 
 

  Calendar Year 2003   
 

 Number 
of Filers 

Percentage 
of Total 

Tax 
Liabillt)'. 

Percentage 
of Total 

Retail Trade 11,852 43 .8% 246.82 67.9%
Wholesale Trade 4,595 17.0% 14.65 4.0%
Services 
Transportation , Communications, 

7,060 26.1% 38.17 10.5%

And Public Utilities 532 2.0% 30.01 8.3%
Manufacturing 1,013 3.7% 16.04 4.4%
Construction 1,416 5.2% 10.13 2.8%
Miscellaneous 475 1.8% 3.70 1.0%
Mining and Oil Extraction 137 0.5% 4.16 1.1%

Total 27,080 100.0% 363.68 100.0%

Source:  ND State Tax Department     
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Calendar Year 
 

2007 2008 2009 2010 2011 2012 
 

$ 374,201,247  $ 951,773,654  $ 704,397,852  $   1,491,748,626  $  3,609,963,576  $ 5,117,138,306
401,485,208 452,093,539 429,559,387 494,291,922 702,237,062 1,073,180,098
589,463,741  697,482,110  649,627,740  711,340,542  995,535,882  1,270,236,581

442,079, 107  654,070,303  489, 144,528  390,215,115  577,280,642  652,478,635
1,844,174,252 2,645, 755,217 2,413,689,772 3,367,800,790 4,394,667, 162 5,987,059, 129
4, 128,221,158 4,366,831,911 4,334,670,425 4,686,288,902 5,448,304,958 6,348,806, 735
1,413,161,243 1,479,230,174 1,542,498,356 1,724,349,874 2,490,644, 719 3,135,679,592
1,058,245,321  1,149,837,849  1,179,623,344  1,271,280,053  1,471,737,060  1,706,097,731

 

$ 10,251,031,277 $ 12,397,074,757 $  11,743,211,404 $  14,137,315,824 $ 19,690,371,061 $  25,290 ,676,807 

  4.95%  4.97%  4.97%  4.98%  4.86%   

5.08% 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  Calendar Year 2012   
 

Number 
  of Filers   

Percentage 
of Total 

Tax 
Liabilitl 

Percentage 
of Total 

11,135 36.5% 425.70 33.1%
5,052 16.6% 275.40 21.4%
7,882 25.8% 155.69 12.1%

425 1.4% 32.17 2.5%
2,591 8.5% 63.54 4.9%
2,496 8.2% 52.75 4.1%

356 1.2% 25.39 2.0%
578 1.9% 254.07 19.8%

30,515 100.0% 1,284.70 100.0%
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Schedule 7 
Ratios of Outstanding Debt by Type 
Last Ten Fiscal Years 
(dollars in thousands) 

 
 

 2004 2005 2006 2007

Governmental Activities  
Revenue bonds $ 146,384 $ 204,240 $ 287,016 $ 277,932
Capital leases 1,132 5,941 6,361 5,418
Notes Payable 5,455 5,613 32,314     32,384

Total Governmental Activities  152,971 215,794 325,691 315,734   
 

Business-type  Activities 
 

Revenue bonds 835,535 887,350 1,038,233 1,073,545
Capital leases 34,130 38,746 45,088 46,131
Notes payable   535,253 445,080 283,509 263,820  

Total Business-Type Activities 1,404,918 1,371,176 1,366,830 1,383,496

Total Primary Government $       1,557,889 $ 1,586,970 $ 1,692,521 $ 1,699,230 
 

Debt as a Percentage of Personal Income 1 8.6% 8.5% 8.4% 8.1%
Amount of Debt per Capita 1 $ 2,461 $ 2,492 $ 2,661 $ 2,666

 
1 These ratios are calculated using personal income and population for the prior calendar year.  See Schedule 1O for personal income and population data. 

Details regarding the state's debt can be found in Note 3-K of the financial statements. 
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Fiscal Year 
 

2008 2009 2010 2011 2012 2013 

 
$ 265,665 

 
$ 251,526 

 
$ 232,102

 
$ 219,221

 
$ 197,021 

 
$ 180,757

5,236 4,056 2,842 2,964 1,928 1,068
  35,726     26,523         19,493  8,563 7,428     6,211 
  306,627     282,105     254,437 230,748 206,377     188,036

 
1,197,845 

 
1,051,542 

 
1,301,368

 
1,193,816

 
1,069,257 

 
919,506

50,046 68,097 72,461 75,649 73,211 61,796
  250,645     318,847     412,095 403,509 481,735     415,856 
  1,498,536     1,438,486     1,785,924 1,672,974 1,624,203     1,397,158

$ 1,805,163 $ 1,720,591 $ 2,040,361 $ 1,903,722 $ 1,830,580 $ 1,585,194 
 

8.1% 
 

6.8% 
 

8.1%
 

6.6%
 

6.3% 
 

5.5%
$ 2,822 $ 2,682 $ 3,181 $ 2,822 $ 2,714 $ 2,350
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Schedule 8 
Pledged-Revenue Coverage 
Last Ten Fiscal Years 

 

 
Less: Net  Debt Service Re9uirements   

 

Fiscal 
Year 

Gross 
Revenues 

Operating 

Exenses 
Available
Revenues 

 
Principal 

 
Interest 

 
Coverage 

BUILDING AUTHORITY BONDS 
2004 $ 9,247,000 $ $ 9,247,000 $ 5,540,000 $ 4,381,000 0.93 
2005 9,468 ,000 9,468 ,000 5,618,000 3,985 ,000 0.99 
2006 10,650,000 10,650,000 6,711,000 5,270,000 0.89 
2007 10,479 ,000 10,479,000 6,649,000 5,541,000 0.86 
2008 11,303 ,000 11,303 ,000 8,161,000 4,770,000 0.87 
2009 12,827,000 12,827 ,000 8, 103,000 4,309,000 1.03 
2010 11,026,000 11,026,000 10,360,000 4,005,000 0.77 
2011 9,570,000 9,570,000 6,243,000 3,656,000 0.97 
2012 11,298,000 11,298,000 7,106,000 3,211,000 1.10 
2013 8,394,000 8,394 ,000 5,806,000 2,655,000 0.99 

Pledged revenues include interest and lease payments. 
 

WATER COMMISSION BONDS 
 

2004 $ 3,919 ,690 $ $ 3,919,690 $ 1,311,210 $ 2,416,640 1.05 
2005 4 ,694,238 4 ,894 ,238 2,472,910 3,482,649 0.82 
2006 5,608 ,843 5,608 ,643 1,420,600 3,881,643 1.06 
2007 7,192,923 7,192,923 1,813,098 4,999,564 1.06 
2008 7,623 ,880 7,623,880 1,485 ,000 4,717 ,867 1.23 
2009 9,526 ,211 9,526,211 4 ,859,000 4,863,040 0.98 
2010 9,658 ,200 9,658,200 5,055 ,000 4,685,748 0.99 
2011 9,425 ,473 9,425,473 5,227,642 4,645,491 0.95 
2012 9,761,020 9,761,020 5,541,961 4,372,017 0.98 
2013 9,863,578 9,863,578 5,760,272 4,142,814 1.00 

Pledged revenues inlcude user fees, interest, and Tobacco Settlement funds. 
 

LIGNITE RESEARCH BONDS (3) 
 

2004 $ 1,057,418 $ $ 1,057,418 $ 895,000 $ 162,585 1.00 
2005 1,089,157 1,069,157 950,000 138,998 1.00 
2006 1,079,038 1,079,038 1,910,000 53,503 0.55 
2007 

Pledged revenues include interest and royalties. 
 

INFORMATION TECHNOLOGY BONDS (1) 
 

2004 $ 30,579,344 $ 29,457,699 $ 1,121,645 $ $ 163,723 6.85 
2005 31,228,224 28,388,559 2,839,665 248,790 11.41 
2006 34,555,908 34,557,209 (1,301) 549,000 307,789 0.00 
2007 38,270,735 32,009,593 6,261,142 568,400 213,506 8.01 
2008 40,706,890 38,728,841 1,978,049 590,150 192,203 2.53 
2009 45,225 ,141 39,036,294 6,186,847 6,613,350 935,650 0.82 
2010 48 ,633,236 38,453 ,612 10,179,626 1,716,372 790.686 4 .06 
2011 49,841,497 41,956 ,029 7,865 ,468 10,537,178 324,831 0.73 
2012 53,268,445 47,300,345 5,968,100 694,550 69,026 7.62 
2013 58,427 ,069 52,476,918 5,948, 151 736,600 39,805 7.66 

Pledged revenues include user fees. 
 

DEPARTMENT OF TRANSPORTATION BONDS (1) 
 

2006 $ 1,717,002 $ $ 1,717,002 $ $ 2,144 ,269 0.80 
2007 1,501,502 1,501,502 161,125 2,001,689 0.69 
2008 5,723,177 5,723 ,177 3, 160,000 2,162,804 1.08 
2009 5,379,338 5,379,338 3,255,000 2,067,750 1.01 
2010 5,750,480 5,750 ,480 3,355,000 2,397,763 1.00 
2011 5,271 ,363 5,271,363 3,465,000 1,854,138 0.99 
2012 5,345,315 5,345,315 3,595,000 1,726,615 1.00 
2013 5,344,822 5,344,822 3,725,000 1,597,010 1.00 

Pledged revenues include interest and federal (intergovemmental revenues and tranfers from fund 002), 
highway fund appropriations , and transfers from Highway fund (200). 
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Less: Net Debt Service Reguirements 

Fiscal 
Year 

Gross 
Revenues 

Operating 
Ex!!!!nses 

Available 
Revenues 

 
Principal 

 
Interest 

 
Coverage 

STUDENT LOAN TRUST 
2004 $ 12,460,000 $ 6,406,000 $ 6,054,000 $ 1,000,000 $ 1,750,000 2.20 
2005 13,455,000 5,309,000 8,146,000 2,998,000 2.72 
2006 13,641,000 4,759,000 8,882,000 5,010,000 1.77 
2007 9,194,000 2,296,000 6,898,000 3,917,000 1.76 
2008 7,192,000 1,367,000 5,825,000 8,900,000 3,790,000 0.46 
2009 2,714 ,000 1,492,000 1,222,000 59,400,000 929,000 0.02 
2010 1,630,000 925,000 705,000 1,000,000 535,000 0.46 
2011 1,406,000 923,000 483,000 9,000,000 288,000 0.05 
2012 1,166,000 770,000 398,000 2,000,000 39,000 0.20 
2013 976,000 656,000 318,000 2,200,000 24,000 0.14 

Pledged revenues include federal revenues, and loan and investment intarest. 
 

HOUSING FINANCE AGENCY 
 

2004 $ 52,016,000 $ 16,512,000 $ 35,504,000 $  177,594,000 $    33,115,000 0.17 
2005 51,152,000 16,046,000 33,104,000 120,539,000 27,659,000 0.22 
2006 51,472,000 20,736,000 30,736,000 98,501 ,000 25,639,000 0.25 
2007 56,632,000 26,866,000 31,764,000 133,527,000 31,609,000 0.19 
2006 67,393,000 34,498,000 32,895,000 6,969,000 37,373,000 0.71 
2009 67,073,021 35,456,000 31,615,021 254,020,000 40,733,000 0.11 
2010 72,564,000 26,956,000 45,606,000 354,181,000 37,499,000 0.12 
2011 74,163,000 46,020,000 28,143,000 247,099,000 36,352,000 0.10 
2012 62,386,655 42,674,000 19,512,655 246,535,000 36,562,000 0.07 
2013 55,452,670 36,460,000 18,972,670 209,045,000 29,902,000 0.08 

Pledged revenues include income and proceeds from mortgage loan activity. 
 

STATE FAIR ASSOCIATION (2) 
 

2004 $ 3,735,261 $ 3,585,269 $ 149,992 $ 205,000 $ 77,149 0.53 
2005 4,415,435 3,647,415 568,020 205,000 71 ,766 2.05 
2006 4,712 ,097 4,089,305 622,792 205,000 64,231 2.31 

Pledged revenues include state appropriations and State Fair nat revenue. 
 
 

UNIVERSrrY SYSTEM 
 

2004 $ 464,761 ,680 $ 619,035,327 $   (134,273,647) $    12,669,507 $ 5,506,951 (7.36) 
2005 490,990,656 655,641,066 (164,650,430) 12,506,675 7,344,029 (8.29) 
2006 539,464,282 650,271,318 (110,767,036) 15,717,500 9,532,867 (4.39) 
2007 557,496,621 665,012, 168 (107,513,347) 29,365,066 12,325,577 (2.56) 
2006 577,333,810 720,525,986 (143,192,176) 10,771,660 12,946,879 (6.04) 
2009 615,327,588 766,207,013 (152,679,425) 31,757,754 13,646,295 (3.35) 
2010 663,347,234 623,053,516 (159,706,262) 25,067,090 12,968,610 (4.20) 
2011 777,992,712 937,253,706 (159,260,994) 19,435,268 14,390,104 (4.71) 
2012 708,136,160 979,701,772 (271 ,565,592) 27,167,867 15,553,703 (6.35) 
2013 729,800,506 1,012,017,963 (262,217,457) 43,206,702 12,842,416 (5.04) 

Pledged revenues include student fees, auxHiary revenues, and debt service grants. 
 
 
 
 
 
 
 
 
 

(1) First year reported is first year Agency held bonds. 
(2) lnfonnation presented for the Fiscal Year Ended September 30. 
(3) The bonds were redeemed during 2007 and the fund no longer exists. 

NOTE :   Gross revenues include nonoperating interest income . Operating expenses do not include bond interest or depreciation 
expenses. 
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Schedule 9 
Legal Debt Limit 
Fiscal Year Ending June 30, 2013 

 
 

The state may issue or guarantee the payment of bonds, provided that all bonds in excess of two million dollars shall 
be secured by first mortgage upon real estate in amounts not to exceed sixty-five percent of its value; or upon real 
and personal property of state-owned utilities, enterprises, or industries, in amounts not exceeding its value, and 
provided further, that the state shall not issue or guarantee bonds upon property of state-owned utilities, enterprises, 
or industries in excess of ten million dollars. 

 
No further indebtedness shall be incurred by the state unless evidenced by a bond issue, which shall be authorized 
by law for certain purposes, to be clearly defined. Every law authorizing a bond issue shall provide for levying an 
annual tax, or make other provision, sufficient to pay the interest semiannually, and the principal within thirty years 
from the date of the issue of such bonds and shall specially appropriate the proceeds of such tax, or of such other 
provisions to the payment of said principal and interest, and such appropriation shall not be repealed nor the tax or 
other provisions discontinued untilsuch debt, both principal and interest, shall have been paid. No debt in excess of 
the limit named herein shall be incurred except for the purpose of repelling invasion, suppressing insurrection, 
defending the state in time of war or to provide for the public defense in case of threatened hostilities. 

 
The State is in compliance with the Legal Debt Margin. 

 

 
Source:  North Dakota Constitution, Art. X, Section 13. 

 
 

The State of North Dakota has had no General Obligation Bonded Debt since Fiscal Year 1998. No Schedule of 
Ratios of General Bonded Debt is being presented. 
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Schedule 10 
Demographic and Economic Indicators 
Last Ten Calendar Years 

 
 
 
 

 Total 
Personal

 
Per Capita

 
ND 

Annual 
Average

Income {b) Personal Unemployment UI Covered
  Year   Poeulation !a) !OOO's) Income lb) Rate!c) Emeloyment!d)

2003 638,817 18,824,539 29,468 3.6% 314,273
2004 644,705 19,292,518 29,925 3.5% 321,108
2005 646,089 20,542,124 31,795 3.4% 328,121
2006 649,422 21,375,002 32,914 3.2% 335,718
2007 652,822 23,637,125 36,208 3.1% 341 ,705
2008 657,569 26,879,550 40,877 3.1% 350,442
2009 664,968 26,181,372 39,372 4.1% 349,561
2010 674,629 28,646,144 42,462 3.8% 358,674
2011 684,740 32,306,315 47,236 3.5% 379,433
2012 699,628 36,305,820 51,893 3.1% 711,710

 
Source: 

 
 

(a) Census Bureau 

(b) Bureau of Economic Analysis 

(c) Local Area Unemployment Statistics program 

(d) Quarterly Census of Employment and Wages program 
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Schedule 11 
Principal Employers 

 
 

North Dakota Century Code 52-01-02 and 52-01-03 prohibits Job Service North Dakota from disclosing Information provided to them by 

employers, including the employer name and number of employees, unless authorized by the employer.  Sufficient permission has not 

been received to allow for presentation of this schedule. 

 
The following schedule is being presented as an alternative to the principal employer schedule: 

 
Schedule 12 
Employment by Industry 
Current Year and Nine Years Ago 

 
 
 
 
 

Industry 

  2013   
Percent of 

Total Nonagricultural 

Number of Wage and Salary 

  Emeloees Rank Emelo:i!!!ent   

  2004  
Percent of 

Total Nonagricultural 

Number of Wage and Salary 

  Emeloees Rank Emelo:i!!!ent  
Government 79,500 1 18.49% 74,600 1 22.08%
Educational and Health Services 58,100 2 13.51% 48,350 2 14.31%

Retail Trade 47,100 3 10.96% 41,300 3 12.23%

Leisure and Hospitality 38,300 4 8.91% 30,750 4 9.10%

Professional and Business Services 32,700 5 7.61% 24,500 6 7.25%

Construction 29,600 6 6.89% 17,200 9 5.09%

Manufacturing 25,400 7 5.91% 24,600 5 7.28%

Wholesale Trade 25,300 8 5.89% 18,400 8 5.45%

Natural Resources and Mining 24,600 9 5.72% 3,550 13 1.05%

Transportation, Warehousing and Utilities 24,500 10 5.70% 13,200 11 3.91%

Financial Activities 21,900 11 5.09% 18,600 7 5.51%

Other Services 16,000 12 3.72% 15,050 10 4.46%

Information  6,900 13 1.61%  7,700 12 2.28% 
 

Total  429,900  100% 337,800     

 100% Note: This schedule is based on the calendar year. 

Source:  Job Service North Dakota:  Current Employment Statistics Program. 
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Schedule 13 
Education Enrollment 
Last Ten Academic Years 

 
Public School Enrollment  

  
2004-05 

 
2005-06 

 
2006-07 

 
2007-08 

 
2008-09 

 
2009-10 

 
2010-11   

2012-13 
 

2013-14

 

Kindergarten 
 

6,641 
 

6,578 
 

6,648 6,661 7,197 6,442 7,446 
 

8,236 8,575 8,822

Grades 1-3 21.115 20,736 20,358 20,126 20,030 20,594 21,592 22,229 23,796 24,859

Grades 4-6 22,109 21,390 21,060 20,951 20,847 20,429 20,788 20,932 22,008 22,810

Grades 7-8 16,148 15,864 15,333 14,759 14,573 14,498 14,662 14,740 14,750 14,920

Grades 9-12 33,311 32,552 32,201 31,483 30,727 30,373 30,241 29,641 30,063 30,245

Total Enrollment 99,324 97,120 95,600 93,980 93,374 92,336 94,729 95,778 99,192 101,656

Special Education Students 14,681 13,883 13,825 13,606 13,278 13,261 13,170 13,123 13,268 NA

 
Source: Department of Public Instruction 

 
 
 
 
 
 

University System Full-Time Equivalent Student Enrollment 
 

 2004-05 2005-06 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 

Bismarck State College 2,800 2,602 2,651 2,793 2,937 3,160 3,208 3,209 2,990 2,955

Dakota College at Bottineau 447 386 399 401 440 490 540 524 474 502

Dickinson State University 2,034 2,031 2,059 2,158 2,294 2,187 2,054 1,959 1,454 1,201

Lake Region State College 738 738 750 764 784 868 921 988 973 943

Mayville State University 761 722 652 586 563 662 704 704 759 749

Minot State University 3,022 3,063 2,928 2,729 2,720 2,832 3,002 2,795 2,731 2,710

ND State College Of Science 2,271 2,223 2,171 2,097 2,041 2,076 2,217 2,366 2,354 2,295

North Dakota State University 10,692 10,752 10,890 11,221 11,794 12,577 12,708 12,606 12,707 12,797

University of North Dakota 11,815 11,531 11,381 10,967 11,137 11,306 12,018 12,319 12,728 12,606

Valley City State University 956 899 844 807 823 833 957 1,011 995 975

Williston State College 709 702 648 551 562 573 570 608 537 593

Total 36,245 35,649 35,373 35,074 36,095 37,564 38,899 39,089 38,702 38,326

 
 

Note: Full-Time Equivalent Enrollment is based upon student credit hours. 
In August 2006. the SBHE changed the definition of undergraduate FTE to 15 credit hours from 16, and first professional to 1 for full-time students 

and 1/2 for part-time students. In order to provide a consistent basis for comparing enrollments to prior years, prior year FTE's have been recalculate 
based on the new definition,which is compatible with National Integrated Post-Secondary Education Data System (IPEDS} reporting requirements. 

Source: North Dakota University System, Fall Enrollment Reports 
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Schedule 14 
State Employees by State Agency 
Last Ten Fiscal Years 

 
 

  2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 
 

EXECUTIVE BRANCH 
 
Adjutant General 

 
 

133
 

132
 

158
 

169
 

171
 

174
 

174 

 
 

172 

 
 

242
 

246
Aeronautics  Commission 5 5 5 5 5 5 6 6 6 6
Bank of North Dakota 171 169 167 181 179 179 177 177 177 177
Barley Council 4 2 2 5 6 6 6 5 5 5
Beef Commission 2 2 2 2 2 2 2 2 2 2
Career and Technical Education 26 26 25 33 33 34 34 34 34 34
Com Council 1 2 1 2 2 3 3 3 4 5
Council on the Arts 5 4 5 5 5 5 5 5 5 5
Department of Agriculture 56 54 58 64 67 68 72 75 75 76
Department of Commerce 54 54 56 67 68 68 68 68 68 68
Department of Corrections and Rehabilitation 590 602 627 664 681 703 704 705 739 812
Department of Emergency Services 22 19 53 54 56 57 60 65 64 68
Department of Financial Institutions 21 23 24 26 26 26 29 29 29 29
Department of Human Services 1,951 1,946 1,938 2,133 2,297 2,275 2,222 2,232 2,201 2,201
Department of Public Instruction 90 88 89 95 95 98 99 101 99 99
Department of Transportation 1,015 1,014 1,021 1,054 1,061 1,056 1,057 1,066 1,066 1,081
Department of Trust Lands 19 17 17 21 21 20 21 23 26 28
Game and Fish Department 138 139 139 154 154 156 156 157 157 158
Highway Patrol 192 171 176 186 193 193 194 194 198 198
Historical Society 56 56 56 58 61 63 63 63 66 73
Indian Affairs Commission 3 3 3 3 4 4 4 4 4 5
Industrial Commission 55 48 48 53 55 58 60 68 73 93
Information Technology  Department 245 244 240 313 316 338 339 341 335 326
Job Service North Dakota 357 333 286 352 309 309 309 309 309 252
Milk Marketing Board 4 4 4 6 6 6 6 6 6 6
ND Department of Health 318 295 292 324 335 343 346 341 345 352
ND Horse Racing Commission 0 0 2 2 2 2 2 2 2 2
ND Housing Finance Agency 38 40 37 38 43 42 46 46 46 46
ND Mill and Elevator Association 118 117 121 127 125 126 130 131 130 131
ND Vision Services/School for the Blind 30 26 26 30 30 32 32 33 33 33
North Dakota University System 7,351 7,543 7,336 6,015 7,171 7,261 7,579 7,775 7,756 7,763
Office of Administrative Hearings 5 6 7 7 7 7 7 7 5 5
Office of Management and Budget 129 129 120 133 133 133 133 135 134 134
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 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
EXECUTIVE BRANCH, Continued     
Office of the Attorney General 139 164 174 177 185 188 202 202 205 214
Office of the Governor 17 18 16 18 18 18 18 18 18 18
Office of the Insurance Commissioner 43 40 40 46 46 46 46 45 49 49
Office of the Labor Commissioner 10 10 10 12 11 12 12 12 12 13
Office of the State Auditor 51 50 53 56 56 56 56 56 56 55
Office of the State Tax Commissioner 129 125 123 133 133 133 133 133 133 134
Office of the State Treasurer 6 6 5 7 7 7 7 7 8 8
Oilseed Council 1 1 1 1 1 1 1 1 1 1
Parks and Recreation Department 44 44 42 50 49 49 52 53 53 53
Protection and Advocacy 26 24 24 25 27 28 28 29 29 29
Public Employees Retirement System 28 27 28 33 33 33 33 33 33 33
Public Service Commission 41 41 39 43 44 44 45 46 43 44
Retirement and Investment Office 18 17 16 17 17 17 17 18 18 18
School for the Deaf 55 50 49 49 44 44 50 50 50 50
Secretary of State 26 26 26 27 27 28 28 28 31 31
Securities Department 8 8 8 9 9 9 9 9 9 9
Seed Department 25 23 22 32 31 30 30 30 30 30
Soybean Council 3 3 3 5 5 5 5 5 6 7
State Fair Association 16 15 15 24 26 26 28 27 27 27
State Library 27 29 28 30 30 30 30 30 30 30
State Radio 28 28 0 0 0 0 0 0 0 0
Veteran's Affairs Department 6 6 6 6 7 7 7 7 8 8
Veterans Home 84 82 86 88 92 98 98 116 114 117
Water Commission 80 77 77 84 84 84 86 87 87 88
Wheat Commission 6 6 5 8 8 8 8 8 8 8
Workforce Safety and Insurance 223 219 216 239 239 240 241 251 251 254

LEGISLATIVE BRANCH     
Legislative Council 30 31 31 33 33 33 34 34 34 34

JUDICIAL  BRANCH     
Judiciary Branch 323 323 339 352 367 368 372 342 344 362

Total State Employees 14,697 14,806 14,623 13,985 15,348 15,494 15,821 16,052 16,127 16,241

 
 
 
 

NOTE: Fulltime employees are reported as of fiscal year end. ND University System employees based on annual budgets. 
Certain agencies have been reorganized, eliminated or created over the fiscal years resulting in fluctuations. 
Agencies are being displayed based on the organizational structure of the State. 

 
Sources: Office of Management and Budget, ND University System, Bank of North Dakota, Mill and Elevator, Housing Finance Agency 



190 

STATE OF NORTH DAKOTA Statistical Section 
 

 
Schedule 15 
Operating Indicators  by Function 
Last Ten Fiscal Years 

 
 

General Government 
Offtce of the TIX Commissioner 

 

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

Number of returns filed electronically 1 129,509 147,683 166,733 186,329 203,279 222,254 242,792 289,387 319,759     352,150 

Education 

 

 
Heallh and Hum1n Services 

North Dakota Department of Health 
 

Number of Autopsies Performed in ND ' 195 221 240 237 274 305 300 323 367 NA
Air Quality • Percent of Facilities in Compliance ' 100 100 100 98 99 99 99 100 99 NA
Public Water Systems· Percent of Facilities in Compliance' 

Department of Human Services 
Number of TANF Caseloads 

92 

 
5,887

92 

 
5,524

94 

 
5,259

95 

 
5,112

95 

 
4,927

95 

 
4,733 

96 

 
4,238 

95 

 
3,668

96 

 
3,329

NA

 
3,032

Number of Medicaid Recipients 77,378 77,018 77,799 75,470 75,732 77,637 84,529 88,618 90,453 91.382

B!lulll1!!!l'. 
Offtce of the Insurance Commissioner 

 
P 

 
 
 

Public smty and Corrections 
Department of Corrections and Rehab!lltatlon 

Average Dally Adult Prison Population' 1,299 1,366 1,409 1,429 1,449 1,442 1,497 1,460 1,477 NA 
Offtce of the Attorney General-Bureau of Investigations 

Criminal Cases Opened ' 286 319 351 299 369 389 410 366 422 NA
Drug Cases Opened 3 623 553 472 425 380 372 447 421 375 NA

Offtce of the Attorney General-Crime Laboratory 
Toxicology Alcohol Blood and Breath Analyses ' 6,411 6,378 6,517 6,915 6,007 6,883 7,576 7,583 7,918 NA
Methamphetamlne/Amphetamine Samples Processed' 2,813 2,779 1,552 1,009 636 830 979 745 1,211 NA

Offtce of the Adjutant General 
Assigned National Guard 5  

4,106  
4,043 

 
4,243  

4,211  
4,262  

4,299  
4,349  

4,375  
4,363  

4,210

Aarlculture  and Commerce 
Department of Agriculture 

 
Department of Commerce 

 
 
 

N. tural Resources 
Game and Fish Dep1rtment 

 
Department of Parks and Recreation 

 
 
 
 
 
 
 
 
 
 

 
NA-Not Available 
1 Calendar Year Received 
2 Academic Year End Enrollment 
3 Academic Year EnroAment 
'Statistics on a Calendar Year Basis 
5 National Guard member count is at September 30 of each year 

 
Sources:The State agencies listed above provided the statistics for their agency 

Department of Public Instruction 
Public School Enrollment ' 99,324 97,120 95,600 93,980 93,374 92,336 94,729 95,778 99,192 101,656

North Dakota University System 
Full Tme Equivalent Student Enrollment 3  

36,245  
35.649 

 
35,373  

35,074  
36,095  

37,564  
38,899  

39,089  
38,702

 
38,900

Licensed Insurance Agents 4 31,645 33,323 39,230 47,437 47,399 48,308 49,157 50,392 52,417 55,241

ublic Service Commission 
Weighing and Measuring Devices Inspected 14,605 13,944 12,414 13,183 11,476 11,395 10,465 10,673 7,437 9,559

Gas Pipeline Safety Inspections 50 54 68 65 61 67 67 61 53 83

Pounds of Pesticide Waste Collected 155,158 129,994 172,791 170,817 215,521 205,021 215,594 189,996 290,932 248,354

Net Job Growth from Nonfarm Employment ' 5,250 6,850 7,500 6,200 8,600 -600 8,900 18,600 33,000 NA
New Private Sector Businesses 4 458 558 429 ·324 395 ·53 608 1,627 2,274 NA

Registered Boats 4 52,961 44,499 49,641 53,519 46,067 51,609 56,128 47,527 62,799 NA
Hunting and Fishing Licenses Issued 323,479 314,465 332,644 324,770 330,524 319,414 326,333 330,833 321,086 NA

Part Visitations " 972,151 923,181 940,113 898,235 889,231 1,055,930 1,057,922 1,099,714 1,191,483 NA
Camping Nights ' 47,484 48,599 51,945 52,904 51,529 58,984 50,749 55,018 67,425 NA
Snowmobile Registrations 4 15,961 2,223 14,198 11,322 3,845 11,421 5,278 11,872 3,354 NA
OHV Registrations • NA NA NA 9,200 18,237 9,118 16,335 10,841 21,862 NA

 

Transportation           
Department of Transportation 

Registered Vehicles 4  
836.927  

843,054 
 

878,443  
902,581  

934,502
 

952,616 
 

945,282  
1,048,240

 
1,063,203

 
NA

Licensed Drivers 459.566 466,701 468,711 470,731 473,019 476 ,561 483,097 490,146 502,807 513,838

Unemo!ovment Comoensation 
Job Service North Dakota 

Number of Covered Workers ' 321,108 328,121 335,718 341,705 350,442 349,561 358,674 379,433 411,710 NA

Workforc• Safety •ndInsurance    
Number of Claims Filed 19,184 19,887 21,588 21,309 21,061 20,543 19,384 21,693 24,643 25,835

Number of Covered Workers 304,287 311,200 318,240 326,100 332,170 340,915 340,117 348,743 369,996 402,771
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Schedula 16 
Capital Assets by Function 
Last Tan Fiscal Years 

 
 
 

General Government 
Office of Management and Budget 

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

Capltol Complex Buildings 7 7 7 7 7 7 7 7 7 7 
 
 

Depar1ment of Land 
Common Schools Trust 
Land Acreage 635,529 635,574 632,408 632,248 632,248 597,426 632,393 631,940 631,921 631,939 

ND Unlvenlty System 
 

Buildings 527 527 516 516 516 516 522 522 512 512
Buildings Square Footage 13,440,708 13,491,510 13,491,510 13.491,510 14,003,445 14,003,445 14,700,708 14,700,708 15,019,252 15,019,252

lltllll! ;ind Hmi!!!   !l!Y:lces 
Dept. of Human Services 

Buildings 74 74 74 74 74 74 74 74 74 64 

e11l!ll!< Safellt: an!! C2!!!!!<1!ons 
Department of C01Tectlons 
and Rehabllltatlon 

Buildings 70 71 71 71 71 72 72 72 72 69 

Office of the Adjutant General 
Headquarters, Camp and Armory Building: 539 551 567 475 475 341 282 282 283 268 

Natural R8S!!l!rcn 
 

Game •d Fish Depar1ment 
Wildlife Management Areas 183 185 186 186 186 189 192 199 201 201
Boats,ATVs, Snowmobiles,  Tractors,Oth• 344 364 393 397 417 425 429 443 446 463

Dept. of Parks and Recreation 
Park/Recreational Sites 

 

15 
 

15

 

15

 

15

 

15

 

15

 

15 
 

15 
 

15

 

15
Parl< Maintanenace Vehicles/Equipment 196 207 222 230 235 255 255 262 291 304

Tran1portatlon 
Department of Transportation 

Lane Miles Maintained 8,414 8.450 8,469 8,479 8,511 8,515 8,517 8,518 8,504 8,509 
Fleet Vehicles 3,097 3,137 3,220 3,316 3,307 3,273 3,493 3,564 3,567 3.600 
Heavy Equipment 565 552 527 359 340 341 463 471 500 434 
Buildings n n 77 79 80 81 85 94 123 126 

NA-Not Available 
 

Sources: The State agencies listed above provided the data for their agency 
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Schedule 17 
Claims Development  Information 
Last Ten Fiscal Years 

 
 

The following tables illustrate how the individual funds' earned revenues and investment income compare to related 
costs of loss and other expenses assumed by the funds as of the end of each of the last ten years. The rows of the 
tables are defined as follows : (1) This line shows the total of each fiscal year's earned contribution revenues and 
investment revenues. (2) This line shows each fiscal year's other operation costs of the fund including overhead and 
claims expense not allocable to individual claims. (3) This line shows the funds' incurred claims and allocated claim 
adjustment expense (both paid and accrued) as originally reported at the end of the first year in which the event that 
triggered coverage under the contract occurred (called policy year). (4) This section of 10 columns shows the 
cumulative amounts paid as of the end of successive years for each policy year. (5) This section of 1O columns 
shows how each policy year's incurred claims increased or decreased as of the end of successive years. This annual 
re-estimation results from new information received regarding unknown claims, reevaluation of existing information 
on known claims, as well as emergence of new claims not previously known. (6) This line compares the latest re- 
estimated incurred claims amount to the amount originally established (line 3) and shows whether this latest estimate 
of claims cost is greater or less than originally thought. As data for individual policy years mature, the correlation 
between original estimates and re-estimated amounts is commonly used to evaluate the accuracy of incurred claims 
currently recognized in less mature policy years. The columns of the tables show data for successive policy years 
(expressed in thousands) . 
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Schedule 17 
Claims Development Information 
Last Ten Fiscal Years 
(Expressed In Thousands) 

 
 

Workforce Safety & Insurance 

 
 

 
 

 
1 Net Earned Required 

 
2004 

 
2005 

 
2006 

 
2007 

 
2008 

 
2009 

 
2010 

 
2011 

 
2012 

 
2013 

Contribution and 
Investment Revenues 

 
$ 194 

 
$ 193 

 
$ 148

 
$ 221

 
$ 166

 
$ 48

 
$ 289 

 
$ 357 

 
$ 341

 
$ 443

2 Unallocated Expenses 21 25 33 40 41 31 33 30 33 59

3 Estimated Incurred           
Claims and Expense, 
End Of Policy Year 103 111 105 120 131 169 160 192 230 300

 
4 Paid (Cumulative) as of:           

End of Policy Year 20 22 21 21 27 32 31 39 44 53

One Year Later 36 34 36 37 47 55 52 65 87
Two Years Later 42 39 41 43 54 63 60 76 
Three Years Later 46 42 46 47 58 70 65 
Four Years Later 49 45 49 50 60 75
Five Years Later 52 48 53 53 63
Six Years Later 54 50 55 55
Seven Years Later 56 51 58
Eight Years Later 58 53 
Nine Years Later 60     

 

5 Reestimated Incurred 
Claims and Expenses: 

 

End of Policy Year 103 111 105 120 131 169 160 192 230 300
One Year Later 103 104 112 119 140 157 151 192 258
Two Years Later 99 100 113 120 133 153 195 193 
Three Years Later 100 101 116 110 129 150 193 
Four Years Later 106 101 110 108 126 148
Five Years Later 105 101 110 105 123  
Six Years Later 104 98 109 104
Seven Years Later 103 97 108
Eight Years Later 103 98 
Nine Years Later 101  

 

6 Increase in Estimated  
Incurred Claims and 
Expense From End of 
Policy Year 

 

 
2 

 

 
(13) 

 

 
3 

 

 
(16) 

 

 
(8) 

 

 
(21) 

 

 
(14) 

 

 
28 

 

 
0
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Schedule 17 
Claims Development Information 
Last Ten Fiscal Years 
(Expressed In Thousands) 

 
 
 

Fire and Tornado Fund 

 
 

 
 
 

1 Net Earned Required 

 
2004 

 
2005 

 
2006 

 
2007 

 
2008 

 
2009 

 
2010 

 
2011 

 
2012 

 
2013 

Contribution and 
Investment Revenues 

 
$ 4,864 

 
$ 5,073

 
$ 5,193

 
$ 6,934

 
$ 7,849

 
$   (492)

 
$  8,099 

 
$  4,709 

 
$  3,031

 
$  4,103

2 Unallocated Expenses 621 552 986 847 979 819 1,344 1,340 849 768

3 Estimated Incurred           
Claims and Expense, 
End of Policy Year 1,135 1,775 2,852 1,536 10,548 1,744 3,075 6,178 1,461 1,929

 
4 Paid (Cumulative) as of:           

End of Policy Year (227) 986 1,660 1,133 9,434 989 1,676 3,043 (350) (267)
One Year Later (227) 986 1,660 1,133 9,434 989 1,676 3,043 (350)
Two Years Later (227) 986 1,660 1,133 9,434 989 1,676 3,043 
Three Years Later (227) 986 1,660 1,133 9,434 989 1,676 
Four Years Later (227) 986 1,660 1,133 9,434 989
Five Years Later (227) 986 1,660 1,133 9,434
Six Years Later (227) 986 1,660 1,133
Seven Years Later (227) 986 1,660
Eight Years Later (227) 986
Nine Years Later (227)    

 

5 Reestimated Incurred 
Claims and Expenses: 
End of Policy Year 

 
 
 

1,135 

 
 
 

1,775 

 
 
 

2,852

 
 
 

1,536 

 
 
 

10,548

 
 
 

1,744

 
 
 

3,075 

 
 
 

6,178 

 
 
 

1,461

 
 
 

1,929
One Year Later 1,135 1,775 2,852 1,536 10,548 1,744 3,075 6,178 1,461
Two Years Later 1,135 1,775 2,852 1,536 10,548 1,744 3,075 6,178 
Three Years Later 1,135 1,775 2,852 1,536 10,548 1,744 3075 
Four Years Later 1,135 1,775 2,852 1,536 10,548 1,744
Five Years Later 1,135 1,775 2,852 1,536 10,548  
Six Years Later 1,135 1,775 2,852 1,536
Seven Years Later 1,135 1,775 2,852
Eight Years Later 1,135 1,775
Nine Years Later 1,135  

 

6 Increase in Estimated  
Incurred Claims and 
Expense From End of 
Policy Year 

 
0 

 
0 

 
0 

 
0 

 
0 

 
0 

 
0 

 
0 

 
0 

 
0
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Schedule 17 
Claims Development Information 
Last Ten Fiscal Years 
(Expressed In Thousands) 

 
 
 

Bonding Fund 

 
 

 
 
 

1 Net Earned Required 

 
2004 

 
2005 

 
2006 

 
2007 

 
2008 

 
2009 

 
2010 

 
2011 

 
2012 

 
2013 

Contribution and 
Investment Revenues 

 
$   448 

 
$    319

 
$   179

 
$    401

 
$ 22

 
$    157

 
$ 214 

 
$ 202 

 
$ 195

 
$ 140

2 Unallocated Expenses 42 53 51 57 37 25 34 25 28 22

3 Estimated Incurred           
Claims and Expense, 
End of Policy Year 

 
253 

 
64

 
392

 
173

 
(268)

 
128

 
49 

 
22 

 
4

 
-115

 
4 Paid (Cumulative) as of:           

End of Policy Year (85) (226) (254) (328) (417) (61) (148) (179) (202) (157)

One Year Later (85) (226) (254) (328) (417) (61) (148) (179) -202
Two Years Later (85) (226) (254) (328) (417) (61) (148) (179) 
Three Years Later (85) (226) (254) (328) (417) (61) (148) 
Four Years Later (85) (226) (254) (328) (417) (61)
Five Years Later (85) (226) (254) (328) (417)
Six Years Later (85) (226) (254) (328)
Seven Years Later (85) (226) (254)
Eight Years Later (85) (226)
Nine Years Later (85)    

 

5 Reestimated Incurred 
Claims and Expenses: 

 

End of Policy Year 253 64 392 173 (268) 128 49 22 4 (115)
One Year Later 253 64 392 173 (268) 128 49 22 4
Two Years Later 253 64 392 173 (268) 128 49 22 
Three Years Later 253 64 392 173 (268) 128 49 
Four Years Later 253 64 392 173 (268) 128
Five Years Later 253 64 392 173 (268)  
Six Years Later 253 64 392 173
Seven Years Later 253 64 392
Eight Years Later 253 64
Nine Years Later 253  

 

6 Increase in Estimated  
Incurred Claims and 
Expense From End of 
Policy Year 0 0 0 0 0 0 0 0 0 0
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Schedule 18 
Agricultural Production 

 
 

Value of Export Shares of Agricultural Commodities - 2011-2012 
 

2011 2011 2012 2012 
Dollars % of U.S. Dollars % of U.S. 
(Mil.)  (Mil.)  

 

Wheat 1,634.0 14.67 1,111.0 13.62 
Soybeans and Products 818.1 7.86 1,261.0 8.58 
Vegetables Fresh and Processed 128.0 4.40 181.2 3.37 
Grain Products 206.1 3.80 245.7 4.16 
Vegtable Oils 217.7 5.42 231.1 5.55 
Feeds and Fodders 107.1 1.86 159.2 2.48 
Com 241.4 1.77 208.3 2.23 
Beef, Veal and Pork 94.7 4.21 89.0 1.58 
Dairy Products 8.1 1.70 8.9 0.17 
Sugar and Products 156.6 8.67 189.0 9.31 
Hides and Skins 38.1 1.43 36.5 1.32 
Fruits Fresh and Processed 0.3 0.00 0.3 0.00 

 

Other Products  (1)   356.5 1.84   412 . 0 2.02 
Total $ 4,006.7 2.94% $ 4,133.2 2.93% 

 
Source:   Complied by ERS using data from USDA, National Agricultural Service and 

U.S. Department of Commerce, Census Bureau. 

 
(1) Includes live animals, other meats, animal parts, eggs, wine, beer, other beverages, 

coffee, cocoa, hops, nursery crops, pet food, inedible materials, and prepared foods. 
Totals may not add due to rounding. 

 
 
 
 
 
 
 

2013 Crop Rank Among States 
 

North Dakota  North Dakota
Ranks Crop Description Produces

 

1st Flaxseed 95%
Canola 83%
Pinto Beans 56%
Oil Sunflowers 55%
All Sunflowers 52%
Durum Wheat 52%
Spring Wheat 47%
Navy Beans 45%
Dry Edible Peas 41%
All Dry Edible Beans 37%
Non-oil Sunflowers 36%
Barley 28%

 Honey Production 23%
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reflected inthe CAFR includes all the funds of the state as legally defined,as well as all of its component units 
in conformity with the requirements of GASB Statement No. 14. Statement No. 14 provides that the financial 
statements should emphasize the primary government and permit financial statement users to distinguish 
between the primary government and its component units.Consequently, the transmittal letter, MD&A, and the 
financial statements focus on the primary government and its activ ities. Although information pertainingto the 
discretely presented component units is provided, their separately issuedfinancialstatements should be read 
to obtain a complete overview of their financial position.The State's reporting entity is described more fully in 
Note 1A to the basic financial statements. 

 
The State operates through a biennialappropriation, which represents agency appropriations recommended 
by the governor and presented to the Legislative Assembly at the beginningof each legislative session. The 
budget is legally required to be adopted through passage of appropriation bills by the Legislative Assembly 
and signed by the governor. The governor has line item veto powers over all appropriations subject to 
legislative override. Once passed and signed,the appropriation bill becomes the departments' financial plan 
for the next two years. Changes to the appropriation are limited to Emergency Commission authorization, 
initiative, allotment, or referendum  action. 

 
The State does not budget by fund nor doesit formally budget revenues.The legal level of budgetary control is 
at the agency, appropriation author ity and expenditure line item level. The State's budgetary policies and 
procedures are further explained in Note 1D on the notes to the basic financial statements. 

 
LOCAL ECONOMY 

 
Although the North Dakota economy is increasingly diversified, the agriculturalindustry continues to playa key 
role in the state's economy. The USDA's National Agricultural Statistics Service reports that for 2013 crop 
production,North Dakota is the nation's leading producer of durum wheat, spring wheat,canola, flaxseed,dry 
edible beans, and honey. 

 
The energy industry plays an important role in the state's economy. The development of wind and coal 
resources,the production of ethanol and bio-diesel,and oiland natural gas extraction all contribute the state's 
economy. Oil production continues to set new records and has increased over 960 percent from 2003 to 2013. 
North Dakota's current crude oilproduction ranks second in the nation,behindonly Texas. State and local tax 
revenues have been bolstered by increased oil and gas tax collections. Local economies throughout the 
western part of the state have seen unprecedented growth with an influx of energy-related jobs,people, and 
infrastructure improvement projects. 

 
As the flourishing North Dakota economy attracts workers to the state, thestate's population continues to grow 
and, based on the 2010 census, has reached a level not seen since the 1930's. The influx of people, along 
with a large state investment in infrastructure,has helped to fuel a construction boom. Construction accounts 
for over 7 percent of employment in the state, compared to only around 4 percent for the U.S.Manufacturing 
is also a prominent player in the state's economy, accounting for nearly 6 percent of employment; mining, 
which includes oil extraction and production, provides jobs for another 6 percent of the state's workforce , 
compared to less than 1 percent nationally. 

 
Machinery and transportation equipment make up nearly 30 percent of the state's exports. Other major 
exports are agriculture products,food,chemicals, and oil and gas. In 2013,exports totaled over $3.7 billion. 

 
A listing of the state's twenty largest employers demonstrates the diversity of the economy. Top employers 
include: the U.S. military, the state university system, health care providers, manufacturers, financial and 
insurance companies, information technology companies, energy producers,and retail companies. 

 
LONG-TERM FINANCIAL PLANNING 

 
The long-term financial plan of the state was summarized by Governor Dalrymple in his budget address to the 
2013 legislature. The Governor's financial plan for the state encompasses three main objectives :to fund 
priorities such as education, human services, and infrastructure development; build significant financial 
reserves; and provide tax relief. 

 
For the 201315 biennium, the legislature approved a budget that increases general fund appropriations for 
elementary and secondary education by 35 percent. higher education by 37 percent. and human services by 
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24 percent. In order to address needs for infrastructure improvements that facilitate continued economic 
growth in the state,the legislature approved an unprecedented $1.46 billion general fund investment 1n roads. 

 
By theend of the 2013-15biennium,reserves are anticipated to total over $2.54 billion. Reserves include the 
budget stabilization fund, strategic investment and improvements fund,foundation aid stabilization fund,and 
general fund ending balance. In addition, the legacy fund is projected to have a balance of $2.97 billion. The 
legacy fund was established by the voters in November 2010 as a"savings account" to save a portion of oiltax 
revenues. The legacy fund will accumulate 30 percent of the state's share of oil tax revenue. Through a 
constitutional limitation, moneys in the fund cannot be spent until July 1, 2017. After that time, oil tax 
collections will continue to add to the principal of the fund and interest will accrue to the state general fund. 
Beginning July 1, 2017, upto 15percent of the principal of the fund can be spent each biennium,but only with 
the approval of two-thirds of the members of both houses of the legislature. 

 
As recommended by the Governor, the legislature provided expanded property tax relief and approved 
reductions in tax rates for individuals, corporations, and financial institutions. 

 
Revenue forecasting that is accurate, conservative,and credible is a critical component of the state's financial 
planning process. The state utilizes a Revenue Forecasting Advisory Committee, comprised of 
representatives of the major industries in the state and the legislative and executive branches of government , 
along with the expertise of a national economic forecasting consultant. With the assistance of these experts, 
the state's Tax Department and Office of Management and Budget develop a revenue forecast for use in the 
budgeting process. 

 
The budgeting process begins with the development of a biennial budget proposal reflecting the Governor's 
priorities for the next two years. The budget is submitted to the legislature for their consideration and eventual 
enactment. With a biennialbudget cycle, each revenue forecast and budget proposal provides a three-year 
plan for the revenues and expenditures of state government. 

 
RELEVANT  FI NANCIAL POLICIES 

 
North Dakota's financial policies ensure that in the event of an economic downturn, North Dakota state 
government will be able to continue to provide its citizens with necessary services. Should North Dakota 
experience a revenue shortfall of 2.5 percent or more, the state is able to access funds from the budget 
stabilization fund. By June 30, 2015, the budget stabilization fund is anticipated to have a balance of $584 
million, which is the statutory limit of 9.5 percent of the 2013-15 biennium state general fund budget. 

 
In addition to accessing the budget stabilization fund,in the event of an economic downturn the Governor is 
able to reduce general fund expenditure authority uniformly across state agencies through a process known as 
allotment. In the event of such a general fund expenditure reduction,the foundation aid stabilization fundwas 
established to protect the state education aid program. Dollars from this fund would replace the amount of 
general fund dollars cut, thus K-12 education would not experience a reduction in funding. Funding for the 
foundation aid stabilization fund comes from a portion of oil extraction tax collections. The foundation aid 
stabilization fund is expected to have a June 30, 2015 balance of $616 million. 

 
Oil tax collections are split betweeh state government and local political subdivisions. The state has 
recognized that while tax collections from oil contribute significantly to the state, the volatility of oil price and 
production levels make it difficult to rely on oil tax revenue to fund general government operations. 
Consequently , the general fund portion is limited to no more than $300 million per biennium. 

 
MAJOR INITIATIVES 

Major initiatives proposed by Governor Jack Dalrymple and approved by the legislature for the 2013-15 
biennium include investing in infrastructure and in other priorities,continuing to build the state's reserves, and 
providing North Dakota's citizens with substantial tax relief. 

 
INFRASTRUCTURE INVESTM ENTS 

The 2013-15biennium budget includes funding to rebuild and repair roads throughout the state and provides 
increased oil tax distributions and impact grants to counties and cities to fund a variety of localinfrastructure 
projects . Funding for infrastructure improvements includes: 
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• $1.16 billion to rebuild and repair state highwaysin the west region of the state. 
• $160 million for county road projects within the 17 oil and gas producing counties in western North 

Dakota. 
• $9 million for reconstruction and repair projects on township roads within the state's oil and gas 

counties. 
• $220 million dedicated to the repair and rebuilding of county roads outside the state's oil and gas 

region. 
• $240 million in grant funds to help communities in oil country offset direct impacts created by the 

rapidly developing energy industry. 
• $515 million for water-related projects, including the Community Water Facility Revolving Loan Fund, 

Devils ake flood control, Fargo flood control, Mouse River flood control, Sheyenne River flood 
control, Fargo water supply, Southwest Pipeline Project, and Western Area Water Supply. 

 
TAX RELIEF 

 
The legislature approved and the Governor signed into law a comprehensive tax relief packageto provide both 
income and property tax relief. The package provides: 

• A new school aid formula, integrating property tax relief and school funding. The new formula 
significantly increases the state share of k-12 education and lowers the statutory limit on school 
district taxing authority, providing property tax relief for homeowners, farmers, ranchers and 
commercial businesses. Of the total appropriation of $1.75 billionfor the new integrated formula,over 
$600 million is for property tax relief. 

• A new state-paid property tax credit of 12 percent, providing property tax relief inthe amount of $200 
million. 

• Individual and corporate income tax rate reductions resulting in taxpayer savings of approximately 
$125 million during the 2013-15 biennium. 

• Expansion of the homestead tax credit to include more qualifying low"-income seniors. Tax relief 
provided throtJgh the program is more than doubled from $9 million in 2011-13 to $20 million in the 
2013-15 biennium. 

 
EDUCATION 

 
K-12 education initiatives include: 

• $1.75 billion in state funding for K-12 schools through the new integrated funding formula. 
• $14 million in grants to districts experiencing rapid enrollment growth. 
• $54 million to assist districts in the provision of transportation services. 
• Over $22 million for grants to support and expand career and technical education course offerings. 

Higher Education initiatives  include: 
• $414 million for capital projects and extraordinary repair projects at the eleven campuses. 
• $10 million to sustain the career and technical education and academic scholarship program. 
• $7 million for a Healthcare Workforce Initiative to expand class sizes and the number of residency 

positions at the UNO School of Medicine and Health Sciences. 
• $5 million to create a performance funding pool for campuses that meet specific goals and 

performance measures. 
• $29 million for the North Dakota Higher Education Challenge matching grant fund, to encourage 

philanthropy by providing a  state match for private  contributions to the state's colleges and 
universities. 

• $3 million to enhance campus safety and security. 
 

RESERVES 
 

The 2013-15 biennium budget ensures that ongoing expenditures are less than ongoing revenues and 
continues to grow reservefunds. By June 30, 2015, total reserves inthe budget stabilizationfund, foundation 
aid stabilization fund, strategic investment and improvements fuhd, and general fund ending balance are 
anticipated to exceed $2.54 billion. The general fund budget for the 2013-15 biennium totals $6.86 billion. 
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AWARDS  AND ACKNOWLEDGEMENTS 
 

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate 
of Achievement for Excellence in Financial Reporting to the State of North Dakota for its comprehensive 
annual financial report for the fiscal year ended June 30, 2013. This was the 23rd consecutive year that the 
government has achieved this prestigious award. In order to be awarded a Certificate of Achievement, a 
government must publish an easily readable and efficiently organized comprehensive annual financial report. 
This report must satisfy both generally accepted accounting principles and applicable legal requirements. 

 
A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive 
annual financial report continues to meet the Certificate of Achievement Program's requirements,and we are 
submittingit to the GFOA to determine its eligibility for another certificate. 

 
In addition, the State of North Dakota received the GFOA's Award for Distinguished Budget Presentation for 
its 2013-2015 budget. In order to qualify for the Distinguished Budget Presentation Award, the State's budget 
document was judged to be proficient in several categories, including policy documentation,financial planning, 
and organization. 

 
This report was prepared by staff members of the Fiscal Management Division of the Office of Management 
and Budget. Their dedication and efforts are greatly appreciated. We also extend our gratitude to the 
numerous individuals from virtually all the state agencies and institutions, especially the Office of the State 
Auditor,for their assistance. 

 
Sincerely, 

 
 
 
 
 

Director 
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The Honorable Jack Dalrymple, Governor 
of the State of North Dakota 

 
Report on the Financial Statements 

Members of the Legislative Assembly 
of the State of North Dakota 

 

We have audited the accompanying financial statements of the governmental  activities, the 
business-type activities, the aggregate discretely presented component units, each major fund, 
and the aggregate remaining fund information of the State of North Dakota as of and for the year 
ended June 30, 2014, and the related notes to the financial statements , which collectively 
comprise the State's basic financial statements as listed in the table of contents . 

 
Management's Responsibility for the Financial Statements 

 
Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financ ial statements that are free from material misstatement, 
whether due to fraud or error. 

 
Auditor 's Responsibility 

 

Our responsibility is to express opinions on these financial statements based on our audit. We 
did not audit the financia l statements of the follow ing state entities and discretely presented 
component units: 

Bank of North Dakota 
Beginning Farmer Revolving Loan Fund 
Building Authority 
College SAVE 
Community Water Facility Loan Fund 
Department of Trust Lands 
Guaranteed Student Loan Program 
Housing Finance Agency 
Housing Incentive Fund 
Job Service North Dakota 

Mandan Remediation Trust 
Medical Facility Infrastructure Loan Program 
PACE and AG PACE Funds 
Public Employees Retirement System 
Rebuilders Loan Program 
Retirement and Investment Office 
State Fair Association 
Student Loan Trust 
Workforce Safety and Insurance 
All Discretely Presented Component Units 
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The financial statements of the above entities reflect total assets, net position or fund balance, 
and revenues of the government-wide financial statements and fund financial statements as 
follows: 

 

  Percent of 
Assets 

Percent of Net 
Position or  

Fund Balance 

Percent of 
Revenues

Government-Wide Financial  
Statements    

Governmenta l Activities 33% 35% 17% 
Business-Type Activities 84% 54% 45%
Aggregate Discretely Presented  

Component Units 100% 100% 100%

Fund Financial Statements    
Major Governmental  Funds  

General Fund 0% 0% 0%
Federal Fund 1% 1% 2%
State Special Revenue Fund 

Major Enterprise Funds 
71% 73% 44%

Bank of North Dakota 100% 100% 100%
Housing Finance Agency 100% 100% 100%
University System 0% 0% 0%
Workforce Safety and Insurance 100% 100% 109%

Aggregate Remaining Fund  
Statements 93% 96% 75%

 

Those financial statements were audited by other auditors whose reports thereon have been 
furnJshed to us, and our opinion, insofar as it relates to the amounts included for those entities, is 
based solely on the reports of the other auditors. We conducted our audit in accordance with 
auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement. The financial statements of the North Dakota University  System's 
discretely presented component units were not audited in accordance with Government Auditing 
Standards. 

 
An audit involves performing procedures  to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auclitor's 
judgment , including the assessment of the risks of material misstatement of the financia l 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. 
Accordingly , we express no such opinion. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management , as well as evaluating the overall presentation of the financial statements . 

 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 
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Opinions 
 

In our opinion, based on our audit and the report of other auditors, the financial statements 
referred to above present fairly, in all material respects, the respective financial position of the 
governmental activities, the business-type activities, the aggregate discretely presented 
component units, each major fund, and the aggregate remaining fund information of the State of 
North Dakota, as of June 30, 2014, and the respective changes in financial position and, where 
applicable, cash flows thereof for the year then ended in accordance with accounting principles 
generally accepted in the United States of America . 

 
Emphasis of Matter 

 
As discussed in Note 17 to the basic financial statements, the Bank of North Dakota elected to 
present an unclassified statement of net position because current assets are not matched with 
current liabilities. Presentation of a classified statement  of net position would give the false 
impression that there is a liquidity problem at the bank. Presentation of a classified statement of 
net positron for the Bank of North Dakota would be misleading to the extent that the financial 
statements may be materially misstated.  Our opinion is not modified with respect to this matter. 

 
As described in Note 22 to the financia l statements, the State of North Dakota adopted the 
provisions of GASS 65 Items Previously Reported as Assets and Liabilities, GASS 66 Technical 
Corrections - 2012 - an amendment of GASB Statements No. 10 and No. 62, and GASS 70 
Accounting and Financial Reporting for Nonexchange Financial Guarantees. Our opinion is not 
modified with respect to this matter. 

 
Other Matters 

 
Required  Supplementary  Information 

 
Accounting principles generally accepted in the United  States of America require that the 
Management's Discussion and Analysis and Budgetary Comparison Schedules and related 
reconciliations and notes on pages 20-29 and 138-144 be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is 
required by the Governmental Accounting Standards Board who considers it to be an essential 
part of financial reporting for placing the basic financial statements in an appropriate operational , 
economic, or  historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management's 
responses to our inquiries, the basic financial statements, and other knowledge we obtained 
during our audit of the basic financial statements. We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance. 

 
Other Information 

 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the State of North Dakota's basic financial statements. The combining and 
individual fund financial statements listed in the table of contents are presented for purposes of 
additional analysis and are not a required part of the basic financial statements. 
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The combining and individual fund financial statements listed in the table of contents is the 
responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the financial statements. Such information has 
been subjected to the auditing procedures applied in the audit of the financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the basic 
financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In our opinion, the combining and 
individual fund financial statements and schedules listed in the table of contents are fairly stated, 
in all material respects, in relation to the financial statements as a whole. 

 
The introductory and statistical sections have not been subjected to the auditing procedures 
applied in the audit of the basic financial statements, and accordingly, we do not express an 
opinion or provide any assurance on it. 

 
Other Reporting Required by  Government Auditing  Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated 
December 17, 2014 on our consideration of the State of North Dakota's internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters. The purpose of that report is to describe the 
scope of our testing of internal control over financial reporting and compliance and the results of 
that testing, and not to provide an opinion on internal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering State of North Dakota's internal control over financial reporting 
and compliance. 

 
 
 
 

_/ 
Robert R. Peterson 
State Auditor 

/ ¥ 
Edwin J. Nagel, Jr., CPA 
Director 

 

Bismarck, North Dakota 

December 17, 2014 
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MANAGEMENT'S  DISCUSSION ANO ANALYSIS 

 
This section of the State of North Dakota's (the State's) Comprehensive Annual Financial Report presents 
a discussion and analysis of the State's financial performance, providing an overview of the activities for 
the fiscal year ended June 30, 2014. Please read it in conjunction with the transmittal letter at the front of 
this report and with the State's financial statements, which follow this section. 

 
FINANCIAL HIGHLIGHTS 

 
Government-wide : 
The assets of the State exceeded its liabilities at fiscal year end by $17.3 billion (reported as net position), 
an increase of $3.2 billion from the previous year. The net position of governmental activities increased by 
24.6% while the net position of the business-type activities showed an increase of 12.2%. 

 
Fund Level: 
As of the close of fiscal year 2014 the State's governmental funds reported combined ending fund 
balances of $12 .1 billion, an increase of $2.7 billion. Of this amount, $2.5 billion is non-spendable, 
primarily for legal requirements, Spendable fund balance consists of $4.9 billion restricted for specific 
purposes such as transportation, $3 billion committed and $224 million assigned for specific functional 
expenditures such as public safety and regulatory, with the unassigned fund balance making up the 
remaining amount of $1.4 billion. At the end of the fiscal year, unassigned fund balance for the General 
Fund was $1.4 billion. 

 
The enterprise funds reported net position at year-end of $2.7 billion, an increase of $298 million during 
the year. 

 
Long-term Debt: 
The State;s total debt (bonds and notes payable) increased approximately 2% during the fiscal year to 
$1.55 billion,an increase of $31 million, which represents the net difference between new issuances and 
payments. During the year the State issued $195 million in bonds and $150 million in notes. 

 
More detailed information regarding these activities and funds is included in Note 3N. 

 
OVERVIEW OF THE FINANCIAL STATEMENTS 

 
This discussion and analysis is an introduction to the State's basic financial statements, which consists of 
three components: 1) government-wide financial statements, 2) fund financialstatements,and 3) notes to 
the financial statements. This report also contains other supplementary information in addition to the 
basic financial statements. 

 
Government-wide  Statements 

 
The government-wide financial statements provide a broad view of the State's operations in a manner 
similar to a private-sector business. The statements provide both short-term and long-term information 
about the State's financial position, which assists in assessing the State's economic condition at the end 
of the fiscal year. These statements include all non-fiduciary assets and liabilities using the accrual basis 
of accounting.The current year's revenues and expenses are taken into account regardless of when cash 
is received or paid. 

 
The Statement of Net Position presents all of the State's assets and liabilities, with the difference between 
the two reported as "net position". Over time, increases and decreases in net position is an indicator of 
whether the State's financial position is improving or deteriorating. 

 
The Statement of Activities presents information showing how the State's net position changed during the 
most recent fiscal year. All changes in net position are reported as soon as the underlying events giving 
rise to  the  change  occur,  regardless  of  the  timing of  related  cash  flows. Therefore, revenues  and 
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expenses are reported in these statements for some items that will only result in cash flows in future fiscal 
periods (e.g., uncollected taxes and earned but unused vacation leave). 

 
Both statements report three activities: 

 
Governmental Activities - The activities in this section are primarily supported by taxes and 
intergovernmental revenue. Most of the State's basic services, such as education, health and human 
services and transportation, are reported under this category. 

 
Business-type Activities - These functions are intended to recover all or a significant portion of their costs 
through user fees and charges to external users of goods and services. The Bank of North Dakota, 
Housing Finance Agency and the University System are examples of the State's business-type activities. 

 
Discretely Presented Component Units - These are operations for which the State has financial 
accountabi lity but they have certain independent qualities as well . These entities operate similar to 
private-sector business and the business-type activities described above. The State has 4 discretely 
presented component units. Financial information for these entities is presented separately from the 
financial information presented for the primary government. 

 
The government-wide financial statements can be found immediately following this discussion and 
analysis. 

 
Fund Financial Statements 

 
A fund is a fiscal and accounting entity with a self-balancing set of accounts that the State uses to keep 
track of specific sources of funding and spending for a particular purpose. The State, like other state and 
local governments, uses fund accounting to ensure and demonstrate compliance with finance related 
legal requirements. 

 
The basic fund financial statements begin immediately after the government-wide statements and provide 
more detail about the major individual funds. The State's funds are divided into three categories - 
governmental , proprietary, and fiduciary. It is important to note that these fund categories use different 
accounting approaches and should be interpreted differently. 

 
Governmental funds -- Most of the State's basic services are reported in the governmental funds . 
Governmental funds are used to account for essentially the same functions reported as governmental 
activities in the government-wide financial statements. However, unlike the government-wide financ ial 
statements, the governmental fund financial statements focus on the near-term inflows and outflows of 
spendable resources. They also focus on the balances left at year-end that are available for future 
spending. Such information may be useful in evaluating whether there are more or fewer financial 
resources that can be spent in the near future to finance the State's programs. These funds are reported 
using modified accrual accounting, which measures cash and all other financial assets that can readily be 
converted to cash. 

 
Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements. By doing 
so, readers may better understand the long-term impact of the government's near-term financing 
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues, 
expenditures,and changes in fund balances provide a reconciliation to facilitate this comparison between 
governmental funds and the governmental activities. These reconciliations are presented on the page 
immediately following each governmental fund financial statement. 

 
Governmental funds include the General Fund, special revenue, capital project, debt service, and 
permanent funds. The State has several governmental funds, of which three (3) are considered major 
individual funds. These three are the General Fund, the Federal Fund, and the State Special Revenue 
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Fund. Each of these major funds is presented in a separate column in the governmental fund balance 
sheet and in the governmental fund statement of revenues, expenditures and changes in fund balance. 
The remaining governmental funds are combined in a single aggregated column on the basic fund 
statements. Individual fund data for each of these non-major governmental funds can be found in the 
other supplementary information section of this report. 

 
Proprietary funds - Services for which the State charges customers a fee are generally reported in 
proprietary funds. The state maintains two different types of proprietary funds, enterprise funds and 
internal service funds. Enterprise funds report activities that provide supplies and services to the general 
public. Internal service funds report activities that provide supplies and services for the State's other 
programs and activities. Like the government-wide statements,proprietary funds use the accrual basis of 
accounting. Although the basis of accounting is the same for the government-wide and proprietary fund 
statements, reconciliation between these statements is presented because of the allocation of internal 
servicefunds' net income. 

 
The State has four (4) major enterprise funds: The Bank of North Dakota, Housing Finance, University 
System, and Workforce Safety and Insurance . These four funds are each presented in separate columns 
on the basic proprietary fund financial statements. The remaining enterprise funds are combined in a 
single total column on these statements. Individual fund data for each of the non-major enterprise funds 
can be found in the other supplementary information section of this report. 

 
The State's internal service funds are reported as governmental activities on the government-wide 
statements, because the services they provide predominantly benefit governmental activities. The State's 
four (4) internal service funds are reported on the basic proprietary fund financial statements in a single 
combined column. Individual fund data for the internal service funds is provided in the form of combining 
statements found elsewhere in this report. 

 
Fiduciary funds - The State acts as a trustee, or fiduciary, for its employee pension plans. It is also 
responsible for other assets that, because of a trust arrangement can be used only for the trust 
beneficiaries. The State's fiduciary activities are reported in separate Statements of Fiduciary Net Position 
and Changes in Fiduciary Net Pos tion. These funds, which include pension (and other employee benefit) 
trust, investment trust, private-purpose trust, and agency funds, are reported using accrual accounting. 
The government-wide statements exclude fiduciary fund activities and balances because the State cannot 
use these assets to finance its operations. 

 
Notes to the Financial Statements 

 
The notes provide additional information that is essential to a full understanding of the data provided in 
the government-wide and the fund financial statements. The notes to the financial statements can be 
found immediately following component units' financial statements. 

 
Required Supplementary Information 

 
The basic financial statements are followed by a section of required supplementary information. This 
section includes a budgetary comparison schedule, which includes reconciliation between the statutory 
fund balances for budgetary purposes and the fund balances for the General Fund, the State Special 
Revenue Fund and the Federal Fund as presented in the governmental fund financial statements. 

 
Other Supplementary Information 

 
Other supplementary information includes combining financial statements for non-major governmental , 
non-major enterprise,internal service, and fiduciary funds. These funds are added together,by fund type, 
and presented in single columns in the basic financial statements . 



2 

FINANCIAL ANALYSIS OF THE GOVERNMENT AS A WHOLE 
 

As noted previously, net position may serve over time as a useful indicator of a government's financial 
position. The State's combined net position (governmental and business-type activities) totaled $17.3 
billion at the end of fiscal year 2014. Net position increased 22% from the prior fiscal year. 

 
 

State of North Dakota's Net Position 
(Expressedin Thousands) 

 
Governmental Business-Type Total Primary 

  Activities  Activities  Government   

  2013  2014  2013  2014  2013  2014   
 

Current and Other Assets $10,360,825 $13,122,425 $1,076,842 $9,923,413 $16.022 ,202 $23,045,838
Capital Assets 2,465,894 2,622,367 9,020.465 1,132,736 3,542,735 3,755,103

Total Assets 12,826,719 15,744,792 10,097,307 11,056,149 19,564,937 26,800,941

 
Deferred Outflows of Resources 

   
12,866

 
12,715

 
12,866 

 
12,715

 
Long-Term Liabilities 
Outstanding 

 
 

243,279

 
 

225,992

 
 

2,509,577

 
 

2,602,155

 
 

2 ,752,856 

 
 

2,828,147
Other Liabilitles 8691056 930,133 5,156,513 5,734,314 2 ,676,480 6,664,447

Total Liabilities 1,112,335 1,156,125 7,666,090 8,336,469 5,429,336 9,492,594

 
Deferred Inflows of Resources 

    
415

  
415

 

Net Position 
      

Invested in Capital Assets,    
Net of Related Debt 2,331,214 2,502,235 792,068 844,395 3,123,282 3,346,630
Restricted 3,786,155 4,966,178 632,432 600,270 4,418,587 5,566,448

Unrestricted   5,597,015   7,120,254     1,019,583      1,287 ,315   6,616,598   8,407,569

Total Net Position  $11,714,384    $14,588,667    $2,444 ,083   $2,731,980  $14,158,467    $17,320 ,647

 
The largest component (49%) of the State's net position is unrestricted net position. Unrestricted net 
position may be used at the State's discretion, but often have limitations on use based on State statutes. 
Restricted net position make up thirty-two percent (32%} of the state's net position. Restricted net position 
represents resources that are subject to external restrictions, constitutional provisions, or enabling 
legislation on how they can be used. 

 
Nineteen percent (19%} of the State's net position reflects its investment in capital assets such as land, 
buildings, equipment, and infrastructure (roads, bridges and other immovable assets) less any related 
debt outstanding that was needed to acquire or construct the assets. The State uses these capital assets 
to provide services to citizens; consequentially, these assets are not available for future spending. 
Although the State's ihvestment inits capital assets is reported net of related debt, it should be noted that 
the resources needed to repay this debt must be provided from other sources, since the capital assets 
themselves cannot be used to liquidate these liabilities. 

 
The  condensed  financial  information  on  the  following page was  derived  from  the  government-wide 
Statement of Activities and reflects how the State's net position changed during the fiscal year: 
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State of North Dakota's Changes in Net Position 
(Expressed in Thousands) 

 
 
 
 
 
 
 
 
 
 
 
 

 

- 
 
 
 
 
 
 
 
 
 
 
 
 

- 

 Governmental Business-Type Total Primary 
Activities Activities Government

2013 2014 2013 2014 2013 2014
Revenues: 
Program Revenues:   
Charges for Services $319,089 $344,338 $1,462,923 $1,462,622 $1,782,012 $1,806,960
Operating Grants & Contributions 1,867,800 2,083,790 370,856 439,951 2,238,656 2,523,741
Capital Grants & Contributions 5,353 11,046 19,866 18,704 25,219 29,750

General Revenues: 
Income Taxes 863,018 700,868 - 863,018 700,868

Sales Taxes 1,654,187 1,756,778 - 1,654,187 1,756,n8

Other Taxes 2,602,391 3,418,372 - 2,602,391 3,418,372

Investment Earnings 
Tobacco Settlement 

17,968
22,333 

130,011
23,653 -  17.968 

22 ,333 
130,011
23,653

Other 206,709 198,533 39.166 2,214 245,875 200,747

Total Revenues 7,558,848 8,667,389 1,892,811 1,923,491 9,451,659 10,590,880

Expenses       
General Government 889,332 1,283,916   - 889,332 1,283,916
Education 875,991 1,075,062   - 875,991 1,075,062
Health and Human Services 1,318,900 1,433,599   - 1,318,900 1,433,599
Regulatory 44,814 54,728   - 44,814 54,728
Public Safety and Corrections 209,733 243.149    - 209,733 243,149
Agriculture and Commerce 93,213 96,055  - 93,213 96,055
Natural Resources 114,752 119,396 - 114,752 119,396

Transportation 
Interest on Long Term Debt 

595,647
8,454 

1,066,104
7,602 -  595,647 

8,454 
1,066,104

7,602
Bank of North Dakota  68,888 76,367 68,888 76,367
Housing Finance  48,368 40,902 48,368 40,902
Loan Programs  8.756 12,759 8,756 12,759
State Lottery  19,714 19,264 19,714 19,264
Unemployment Compensation  118,377 113,989 118,377 113,989
University System  1,080,817 1,129,869 1,080,817 1,129,869
Workforce Safety and Insurance  448,535 418,501 448,535 418,501
Other   279,390 269,600 279,390 269,600

Total Expenses 4,150,836 5,379,611 2,072,845 2,081,251 6,223,681 7,460,862

 
Increase (decrease) in Net 

      

Position 3,408,014 3,287,777 (180,034) (157,761) 3,227,980 3,130,016
Before Contributions & Transfers 

Special Item - Loss Comp. Proj.   (14,729) - (14,729) - 
Contributions to Permanent 

Fund Principal 13,723 14,251   13,723 14,251

Transfers (409,586) (424,008) 358,701 455,888 (50,885) 31,880

 
Increase in Net Position 

 
3,012,151

 
2,878,020

 
163,938

 
298,127 

 
3,176,089 

 
3,176,147

 

Net Position - Beginning -As 
      

 Restated 8,702,233    
11 710 647

   2.280,145 2,433,853      10,982,378    14,144,500
Net Position- Ending $11,714,384 $14,588,667 $2,444,083 $2,731,980 $14,158,467 17,320,647



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Revenues - Governmental Activities 
Fiscal Year Ending June 30, 2014 

 
 

 
Operating Grants & 

Contributions 
24.04% 

 
Capital Grants & 

Contributions 
0.13% 

 
 
 
 
 

Unres. Investment 
Earnings 
1.50% 

 

Charges for Services 
3.97% 

 
 

Other 
2.29% 

 
 

 
Tobacco Settlement 

0.27% 

 
 

General Taxes 
67.80% 
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Expenditures - Governmental Activities 
Fiscal Year Ending June 30, 2014 

 
 
 
 
 
 

Interest on Long Term 
Debt 

0.14% 

Natural Resources 
2.22% 

 
 

Education 
19.98% 

Agriculture and 
Commerce 

1.79% 
 

Health and Human 
Services 
26.65% 

 
 
 

General Government 
23.86% 

 
Regulatory 

1.02% 

 

 
Public Safety and 

Corrections 
4.52% 

 
 
 

Transportation 
19.82% 
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provides definitions for these categories.The following analysis of funds provides the explanation for the 
overall change in net position for governmental funds. 

 
The General Fund is the chief operating fund of the State. At the end of current fiscal year, unassigned 
fund balance of the General Fund was $1.4 billion, non-spendable was $2.4 billion and $1.4 billion was 
committed for expenditure by various governmentalfunctions. 

 
Total General fund balance increased during the fiscal year by $897 million. Revenues increased 
approximately 20%, due primarily to increases in oil, gas, and coal taxes of approximately $584 million 
and sales use tax revenue of more than $69 million. Explanations for these increases were explained with 
the increase in net position for governmental activities . 

 
General fund expenditures increased by 48.3%. Transportation expenditures increased because of an 
increase in spending for oil impacted projects as previously discussed. 

 
The State Special Revenue ending fund balance grew by $1.8 billion resulting in $6.8 billion fund balance. 
Revenues increased 18% and expenditures increased 16%. Revenues increased in the state special 
revenue fund primarily due to an increase in oil, gas and coal tax revenues. General Government 
expenditures saw the highest increase in expenses due to an increase in tax distributions to the counties. 

 
The June 30 Federal Fund balance of $5.6 million consists of non-spendable items such as prepaids and 
inventory and unavailable revenue for those revenues to be received later than the time period used for 
revenue recognition. 

 
Proprietary Funds 

 
The State's proprietary funds provide the same type of information found in the government-wide financial 
statements, but in more detail. The increases in the net position of the proprietary funds are discussed 
under "Business-type Activ ities" above. 

 
General Fund Budgetary Highlights: 
The State has a biennial appropriated budget. The fiscal year ending June 30, 2014, was the first year of 
the 2013-15 budget cycle. The original budget increased $74.4 million. 

 
At the beginning of the 2013-15 budget cycle, there was an increase in the original budget of $63.7 million 
due to the authorized carryover of general fund appropriation authority from the 2011-13 biennium, and a 
$19.7 million increase for capital construction carryover. 

 
The increases to the beginning appropriated budget are from authorized carryover of general fund 
appropriation authority and the larger ones are noted below. 

 
Several state agencies were authorized by appropriation laws to carryover a portion or all of their general 
fund appropriation for various purposes, including the Department of Trust Lands, $26.2 million, the 
University System, $10.7 million, the Historical Society, $5.7 million, Legislative Council, $4.3 million, the 
Adjutant General, $3.3 million and the Office of Management & Budget, $3.1 million. 

 
Of the $19.7 million in capital construction carryover dollars, $8 .5 million was for the Department of 
Human Services;$3.7 million was for the Information Technology Department;$3.3 million was for the 
Department of Transportation; $2.8 million was for the Office of Management and Budget and various 
smaller amounts for several other state agencies. 

 
There were no expenditures in excess of general fund authority. 
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CAPITAL ASSETS AND DEBT ADMIN ISTRATION 
 

Capital Assets : At the end of the fiscalyear 2014, the State had invested $3.3 billion, net of accumulated 
depreciation, in a broad range of capital assets. Depreciation charges for this fiscal year totaled $165 
million. 

(Net of Depreciation, Expressed in Thousands) 
 

Governmental  Business-Type Total Primary 
Activities  Activities Government

2013 2013 2013 
   Restated 2014 Restated 2014 Restated 2014   

 

Land and Land Improvements $76,924 $132,263 $18,742 $19,169 $95,666 $151,432
Building & Building Improvements 321,272 365,203 640,870 732,665 962,142 1,097,868
Equipment 141,231 146,430 163,238 174,753 304,469 321, 183
Intangibles 
Software 

 
31,788

 
33,155

 
14,638

 
12,401 

 
46,426 

 
45,556

Other 7,208 8,417 708 684 7,916 9,101
Infrastructure 1,026,212 1,138,286 108,003 103,744 1,134,215 1,242,030
Construction in Progress 857,521 798,612 133,770 89,321 991,291 887,933

Total $2,462,156 $2,622,366 $1,079,969 $1,132,737 $3,542,125 $3,755,103

 
 

The total increase in the State's investments in capital assets for the current fiscal year was 6% in terms 
of net book value. However, actual expenditures to purchase or construct capital assets were 
approximately $799 million for the year. A major portion of this amount was used to construct or 
reconstruct assets at the University Systems and for highway construction. More detailed information on 
the State's capital assets can be found in Note 3J to the financial statements. 

 
Long-term Debt: Article X, Section 13 of the Constitution of North Dakota provides that the state may 
issue or guarantee the payment of bonds provided that all bonds in excess of $2 million are: secured by 
first mortgage upon property and no further indebtedness may be incurred by the state unless evidenced 
by a bond issue; authorized by law,for a certain purpose; provisioned to pay the interest semiannually, 
and pay the principal within 30 years. The law authorized the bond issue must specifically appropriate the 
provisions to the payment of the principal and interest of the bond. The State has no general obligation 
bonds outstanding at June 30, 2014. 

 
The State does have a number of revenue bonds outstanding at June 30, 2014 . Current state statutes 
empower certain state agencies and the Building Authority, a component unit of the State, to issue bonds 
as part of their activities. This debt is not backed by the full faith and credit of the State of North Dakota. 
The principal and interest on revenue bonds issued by state agencies is payable from designated 
revenue sources. The Building Author ity's  bonds generate  revenue to finance  the construction and 
improvements of State buildings. Revenues derived from leases on the buildings fund the debt service 
requirements. 

 
The Bank of North Dakota has advances from the Federal Home Loan Bank in the amounts of $465 
million. The advances have a fixed rate of interest, rangingfrom 1.12 percent to 7.35 percent. 

 
More detailed information regarding the State's long-term obligations is presented in Note 3N to the 
financial statements. 
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State of North Dakota's Outstanding Debt 
(Expressed in Thousands) 

 

Governmental Business-Type Total Primary 

  Activities     Activities     Government   
2013 2014 2013 2014 2013 2014 

 

Revenue Bonds 

Notes Payable 

Total 

$180,757 $163,030 $919,506 
  6_,,_2_1_1 4_,,_9...8.;.0_    4_1;..5..;.",-
8'..5.;..6.;_ 

$186,968 $168,010 $1,335,362 

$901,528 
484,764 

$1,386,292 

$1,100,263 $1,064,558 
422,067 48_9,7_4_4 

$1,522,330 $1,554,302 

 

The State's total debt increased approximately 2% during the current fiscal year. 
 

ECONOMIC CONDITION AND OUTLOOK 
 

Moody's Analytics recently completed an analysis of the North Dakota economy for its Precis U.S. State 
October 2014 publication. The report depicts a strong, growing economy, leading the nation in several 
areas. North Dakota's state gross domestic product (GDP), the value of goods and services produced in 
the state, has grown by over 55 percent from 2009 through 2013. In sharp contrast, GDP nationally has 
grown by only around 9 percent during that time. Moody's predicts that North Dakota's GDP will continue 
to outpace the nation over the next several years. The rate of growth in North Dakota's GDP is expected 
to approach 5 percent during calendar year 2014 compared to around 2 percent for the U.S. 

 
The state's unemployment rate, only 2.1 percent in October 2014, is less than half the U.S. rate of 5.5 
percent and remains the lowest in the nation. The state's unemployment rate is expected to remain well 
below the national rate, remaining under 3 percent through 2018;·the national rate is expected to remain 
at or above 5 percent through 2018. 

 
The high level of economic activity, combined with the extremely low unemployment rate, has led to 
growth in the state's population. As the number of jobs has increased, so has the labor force as potential 
workers migrate from states with much weaker labor markets. From 2009 through 2013, employment in 
North Dakota grew by over 21 percent;nationally,itincreased by less than 4 percent during that time. 

 
Median household income and per capita income for North Dakota have both surpassed the national 
average. For 2012, median household income in North Dakota was $52,888 compared to $51,939 for the 
U.S. Per capita income for 2013 was $53,182 for North Dakota, but only $44,765 for the U.S. 

 
Another indication of the state's strong economy -- the State of North Dakota recently earned a AAA 
credit rating, the highest rating available, from Standard & Poor's Rating Services. The new rating is an 
upgrade from the state's previous credit rating of AA+, the second-highest rating available. In determining 
the state's upgraded credit rating, Standard and Poor's considered the state's capacity to meet financial 
commitments, its strong government management and budgetary performance, growing reserves, low 
unemployment rate, and growth in per-capita gross state product. Standard and Poor's also upgraded the 
state's appropriation bonds from AA to AA+. 

 
Moody's concludes that UNorth Dakota's economy will outperform that of the U.S. for the next several 
years thanks to a booming energy industry and the positive spillover that it generates." 

 
CONTACTING THE STATE'S OFFICE OF FINANCIAL MANAGEMENT 

 
This financial report is desi9ned to provide our citizens, taxpayers, customers, investors, and creditors 
with a general overview of the State's finances and to demonstrate the State's accountability for the 
money it receives. Questions about this report or additional financial information should be addressed to 
the State of North Dakota,Office of Management and Budget,600 E. Boulevard,Dept. 110, Bismarck, 
ND 58505. 
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STATE OF NORTH DAKOTA  

Statement of Net Position 
June 30, 2014 

   

Primary Government
   

Component 
Governmental Business-Type Units

Actrvitles Activities Total (GASB Based}

 
ASSETS      

Cash and Cash Equfvalents $ 60,972,864 $ 952,396,325 $ 1,013,369,189 $ 23,096.190
ll'lVestments 7,200,764,503 4,322.683.581 11,523.448,084 1.004,890
Accounts Receivable ·Net 109,948,381 158,923,204 268,871,585 2, 128,362
Taxes Receivable- Net 667,818,775 667,818,775
Interest Receivable - Net 18,716,278 53,194,714 71,910,992 62,516
Intergovernmental  Receivable - Net 226,267,953 38,667,076 264,935,029
Internal Receivable 4,576, 163,032 445,781,9!7
Due from Component Units 8.510,742 8,510,742
Due from Primary Government 2, 143.000
PrepaidItems 9,200.454 3.496, 140 12,696,594
Inventory 19,879.697 38,117,829 57,997,526
Loans and Notes Receivable - Net 231,079, 180 3,510,316,978 3,741,396.158 10,899,436
Unamortized Bond Financing Costs 412,776 412,776
Penslon Assets 1,614,175 1,614,175
Other Assets 16,152,381 16,152,381 398,560
Restricted Assets: 

Cash a!'ld Casi) Equivalents 156,645,647 156,645,647 15,508,000

Investments 31.214.329 31,214,329 674,454,000
Interest Receivable • Net 2,422,000 2.422,000 4.438,000
Loans and Notes Receivable - Net 630,259,000 630,259,000

Capital Assets: 
 

Nondepreciable 930,875,632 108,489,572 1,039,365,204
Depreciable,Nel 1,691,491,091 1,024,247,458 2,715,738,549 26,470

Total Assets 15,744,792,0S 11,056.149,752 22,670,560,712 734, 161.424
 

DEFERRED OUTFLOWS OF RESOURCES 
 

Deferred Loss on Bond Refundi119 2,062,012 2,062,012 5,462,000
Decrease 1n Fair Value of Derivatives 10,653,000 10,653,000

Total Deferred Outflows of Resources 12,715.012 12.715,012 5,462,000

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

An Internal receivable balance remains in the Total column because certain Business-Type Activities have different 
fiscal year ends than the Governmental Activities. As internal balances are reported separately as internal receivables 

and internal payables, those tines, as well as the total assets and total liabilities, do not crossfoot 
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STATE OF NORTH DAKOTA  

Statement of Net Position 
June 30, 2014 

   
 
Prima!}'. Government

  
 

Component 
Governmental Business-Type Units

Activities Activities Tota! (GASB Based)

LIABILITIES 
Accounts Payable 325,770,612 51,220,246 376,990,858 3,358,656
Accrued Payroll 51,040,508 34,544,304 85,584,812 11,480
Securities Lending Collateral 196,295,602 857,982 197,153,584
Interest Payat;>le 2,626,086 11,171,718 13,797,804 2,245,000
Intergovernme ntalPayable 180,394,807 6,951,093 187,345,900
Tax Refunds Payable 140,205,807 140,205,807
Internal Payable 4, 130,381.055
Due to Component Units 54,355,035 54.355,035
Due to Primary Government 

Contracts Payable 
 

27.471,445
 

3,321,773 
 

30,793.218
1,571,667

FederalFunds Purchased 245,110,000 245, 110,000
Other Deposits 976,399,331 976,399,331
Amounts Held In Custody for Others 15,344,081 15,344,081 16,051
Unearned Revenue 6,328,703 173,143,878 179,472,581 217,089
Financial Derivative Instrument 10,653,000 10,653,000
Other Llab\lities 20,860,085 20,860,085
Long-Term liabiities 

Due within one year 22,581,484 309,955,563 332,537,047 16,466, 119
Due in more thanone year 203,410,155 2,292,199,653 2,495,609,808 259,913,000

Totalliablllties 1,156,125,209 8,336,468,797 5,362,212,951 283,798,062

 
DEFERRED INFLOWS OF RESOURCES     

Grant Received Priorto Time Requirements 230,680 230,680
Increase in Fair Value of Hedging Derivatives 184,813 184,813

Total Deferred lnnows of Resouroes 415,493 415,493

 
NET POSITION 

 

Net Investment in Capital Assets 

Restricted for: 
2,502,234,624 844,395,270  3,346.629,894 28.470

General Government 51,714,080 51,714,080
Education 3,810,817,473 3,810,817,473
Health and Human Services 17,575,160 17,575, 160
Regulatory Purposes 39,714,236 39,714,236
Public Safety & Corrections 6,306, 150 6,306,150
Agriculture and Commerce 41,850,476 41,850,476
Cultural and NaturalResources 586,794,038 586,794,038
Transportatio(l 314,231,632 314,231,632
Capital Projects 2,058,000 13,037 2.071,037 3,880.420
Debt SeNice 23.468,520 146,572,602 170,041.122 145,315,000
Loan Purposes 45.401,034 45,401 ,034 275,201,000
Pledged Assets 188,363,000 188,363,000
Unemployment Compensation 166,653,983 166,653,983
Permanent Fund and University System - Nonexpendable 66, 116,742 15,587,038 81,703,780 65,000
University System - Expendable 32,988,077 32,988,077
Other 5,531,593 4,691 ,028 10,222,621

Unrestricted 7, 120,254,082 1,287.315,405 8,407, 569,487 31,335,472

TotalNet Positron $  14,588,666,806 $  2,731,980,474 $ 17,320,647,280 $ 455,825,362
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STATE OF NORTH DAKOTA 
 

 

 
Statement of Activities 
For the Fiscal Year Ended June 30,2014 

 
 
 

Program Revenues 
 

 

 
Functions/Programs 

 

 
Expenses

 
Charges for 

Services 

Operating 
Grants and 

Contributions 

Capital 
Grants and 

Contributions

Primary Government: 
Governmental Activit1es: 

General Government 
 
$   1,283,916.089 

 
$ 38,080,695

 
$ 52,902,175 s 

Educal on 1,075,062,067 6,064.710 788,672.364 
Health and Human Services 1,433,598,932 39,915,016 813,291,313 
Regulatory 54,727,821 45,384,490 5,598,422 
Public Safety and Corrections 243, 149,474 28,552,402 82,422,666 
Agriculture and Commerce 96,055,152 36,600,243 22,546,462 
Nalural Resources 119,395.831 29,681,837 22,072,355 1,044,972
Transportation 1,066.103,806 120,058,651 296,283,855 10,000,907
Interest on Long Term Debt 7,601,561

Total Governmental Activities 5,379,610,733 344,338,044 2,083, 789,612 11,045,879
Business-Type Activities: 

Bank ol North Dakota 76,366,749 155,548.000
Housing Finance 40 ,901,946 36, 150,366 12,111.000 
Loan Programs 12,759, 106 7,548,651 126,329 
State Lottery 19,264 ,562 27,061,014 2,9S5 
Unemploymef"t Compensation 113.988,509 133,701,408 3,772,207 
University System 1,129,869,106 506,946,992 235,993,679 18,703,628
Workforce Safety & Insurance 418,500,96 1 318.779,835 184.144,392 
Other 

Total Business-Type Activities 

Total Primary Government 

Component Units (GASB Based): 

   269,600 ,028       276,895,777        3,800,222 
 2,081,250,967 1,462,()22,043 439,950,824  18.703,628 

 
 

   $  7,460,861 ,700     s 1,806,960,087     $ 2.523, 740,436 s 29,749,507 

  $ 41, 178,898     s 19,646,906     $ 44,032 ,066      s   
 

General Revenues: 

Taxes: 

Individual and Corporate Income Taxes 
Sales and Use Taxes 
Oil, Gas and Coal Taxes 
Business and Other Taxes 

Unrestricled Investment Earnings 

Tobacco Setllement 

Miscellaneous 

Paymef"t fro(Tl State of North Dakota 
Contributionslo Perm Fund Principal 

Transfers 

Total General Revenues and Transfers 
Change in Net Assels 

Net Position,Beginning of Year,as Restated 
Net Position,Ending 
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Net (Expense) Revenue and Change in Net Position 
 

Primary Government Component 
Governmental Business-Type  Units 

Activities Activities Total (GASB Based) 

 
$  (1,192,933,219} 

(280,324,993) 
(580.392,603) 

(3,744,909) 
(132,174,406) 

(36,908,447) 
{66,596,667) 

(639,760,393) 
(7,601,561) 

s (1.192,933,219) 
(280,324,993) 
(580,392,603) 

(3,744,909) 
(132,174,406) 

(36,908,447) 
(66,596,667) 

(639,760,393) 
(7,601,561) 

   

(2,940,437.198) (2,940.437. 198) 
 

 
79,181,251 79.181,251 
7.359.420 7,359,420 

{5,084, 126) (5,084, 126) 
7,789,447 7,789,447 

23,485,106 23,485,106 
(368,224,807) (368,224,807) 

84,423,266 84,423,266 
11,095,971 11,095,971 

 

(159,974.472) ,(_1;.5.:.9;..:,.9;.74.;.,:.4.;.7....2;;;.)<. 
 

 

(2,940,437,198) (159,974,472) --"(-3".'"1_0_0_,4_11....;_.61_1.:)..  
 

s 22.500,074 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

  s   14,588,666,806       s    2 ,731,980,474       s 17,320,647,280       s 455,825,362   

700,867,920  700,867,920  
1,756,777,615 1,756,777,615
3,335,934,782 3,335,934, 782

82,437,250 82,437,250
130,011,232 130,011,232
23,652,807 23.652,807

198,533,135 2,213,736 200,746,871
1,250,000 

14,251,211 14,251,211
(424,008,500) 455,888,029 31,879.529

5,818,457,452 458,101,765 6,276,559,217 1,250,000 
2,878,020,253 2.98,127,293 3,176.147,546 23,750,074 

11,710,646,553 2,433,853, 181 14,144,499,734 432,075.288 



STATE OF NORTH DAKOTA 
 

 

Statement of Net Assets 
Component Units • University System Foundation 
FASB Basis 
June 30, 2014 

 

Major Nonmajor 

Universlty System University System 

Foundation Foundation 

 
ASSETS 

Current Asset s: 

Cash and Cash Equivalents s 32,796,296 $ 12,899.264 
Receivable rrorn Primary lnstitutiQn - Current 2,917,443 62,414 
Investments 27,921,563 10.315,767 
Accounts Receivable - Nel 7,284,791 205,793 
Unconditional Promises to Give • Net 4,268,787 685,133 
Inventory 989,647 8,161 
Other Assels • Current 2.193,423 423,819 

   

Total Curren! Assets 78.370,950 24,600,351 
   

Noncurrent Assets: 
 

Restricied Cash and CaSl1 Equivalents 

Investments:  18.346.011    534,831

Investments,Net of Current Portlon 330,094,312 38'672,924
Investments,Restricted 3,797,747
Investments,Temporarily Restricied 4,056,511

Investments,Permanenlly ReslriC1ed 4,283,707
Investments HeldIn Trust 32,953,376 118,426
Beneficial lnlerestIn Trusl 14,461,924 1,097,861
Charttable Gill Annuily lnves1men1s 4 ,885,257
lnlleslments Held Under Split-Interest Agreement 1.806.271
Charitable Remainder Trust Account Investments 

Endowment  Invest ments  22.471 .786     
11.856,944

Real Estate and Equipment Held for Investment - Ne1 24,273,249 S,34&,709
Olller Long-Term lnveslments 8,261,707 1,559,855

Contracls for Dee<l & Notes Receivable, Net of Current Portlon 1,131,546
Long-Tenn Pledges Receivable 50,202,124 874,029
Recelvapfe rrom Primary fnsUtution • Noncurrent 47,004,425 481,753
Notes Receivable - Net 6,555,868 360,047
Other Assets - NonC\lrrenl 2,020,357 557,907
Capital Assets • Net 132,999.080 16,887,229

Total Noncurrent Assels 701,2.65,040  86,690.733

Total ASsets  779,635,990    111,291,084

LIABILITIES   
Current LiaDililies; 

Accounts  Payable and Accnie<l  Uablfltfes 4, I   1,967 626,319 
Payable to University 7.446,500 3,633,030 
Accrued Payroll 867,579 701 
Giff Annuities & LifeIncome Agreements • Current 3,242.749 56.096 
Unearned Revenue • Current 6, 195,996 418.059 
Olher UabHllles • Current 861.117 81.939 
Long·Term Uabllltles •Current 7,768,207 485,041 

Total Curren! Uabllities 30,514,115 5,301,185 
   

Noncurrent Uabiliies: 
 

Deposits 28,462,924
GillAnnuities & Life Income Agreements   Noncurrent 17,188,263 428,736
Obl gations Under Spilt·Interest Agreement 7,231 ,801
Other Liabilit es - Noncurrent 281,945
Long-Term Liabililles - Noncurrent 70,015,015 12,496.063

Total Noncurrent Uabililles 123,179,948 12.924.799

 
Total LiaDffitles 

 
153,694,063    

18,225,984 

Net Assets 

Temporanly Restricted

 
117,245,641

   
24,279,870

PermanenUy Restric;ted 311,249,435 50,323,347
Net InvestmentIn Property & Equipment 67,544,762 13.736
Unrestricted 129.902,089 18.448,147

Total Net Asset 625.941,927 93.065.100

Total Ueblllties and Net Assets  s 779.635.990     s 111.291,084  
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STATE OF NORTH DAKOTA 
 

 

Statement of Revenues, Expenses and Changes in Fund Net Assets 
Component Units - University System Foundation 
FASB Basis 
For the FiscalYear Ended June 30,2014 

 
 

 Major 
University System 

 Nonmajor 
University System 

Foundation Foundation 
 
Support and Revenue    

Gifts and Conliibutlons $ 41,193,579  $ 15.830,948 
lnvestrnent Income 31,196,391 1,897.713 
Net Realize(! and Unrealized Gains (Losses) on Investment Securities 16,806,642 7,213,428 
Program and Event Income 50,271 ,344 7,559,756 
Olher Income 7,043,520  12,844,802 

Total Support and  Revenue 146,511.476 45,346,647 
 
EXPENSES    

Program Services $ 28,905,308  $ 11,254.490 
Supporting Services 56,873,791 13,590,330 
Fund Raising Expense   3,217,998  490,014 
Total Expenses 88.997,097 25,334,834 

 
Change In Split-Interest Agreement 

 
$ 1,189,347

 $ 
 
Changes in Net Assets 

 
$ 58,703,726

 s 20,011,813 

 
Total Net Assets - Beginning of Year ,as restated 

 
   $ 567,238,201 

  
$ 73,053,286 

 
Total Net Assets - End of Year   s 625,941,927  

  
   $ 93,065,099   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The Accompanying Notes are an Integral Part of the Financial Statements 
 

37 



STATE OF NORTH DAKOTA 
 

 

Balance Sheet 
Governmental Funds 
June 30, 2014 

 
SpecialRevenue  Nonmajor 

Governmental 
General Federal State Funds Total 

 

 
ASSETS 

 

Cash Deposits al lhe Bank: of ND s 2,248,436,526 $ $ 1,618,760,028 $ 2,474,550 s 3,869,671.104
Cash and Cash Equivalents 38,328,449 13,575,052 8,546,582 60,4S0,083
Investments at the Bank of ND 106,948,787 2,000,000 S23.401,097 14,027,889 646,377,773
Investments 

Accounts Receivable - Net 
2,668,217,969 

6,90S,303
 

8,511,235
4,471,948,1SS 

94,130,021
48,267,479  7'188,433,603 

109,546,559
Taices Receivable - Net 419,551,338 248,041,708 225,729 667,818,775
Interest Receivable - Net 8,193,451 10,540,604 116,054 18,850,109
IntergovernmentalReceivable - Net 534,725 212,813,436 12,732,159 226,080,3;20
Due from Other Funds 93,993,328 6,975,094 68,884,705 5,000 169,858,127
Prepaid Items 2.419,083 1,816,884 3,352,487 7,588,454
Inventory 2,828,687 8,965,454 7,999,315 19,793,456
Loans and Notes Receivable - Net 25,025,032 149,922 169,933,395 35,970,831  231,079. 180

Total Assets $ S,62 1 382,678   s 241, 232,025   $ 7,243,.298,726    $ 109,634,114 $   13,215, 547,543 

 
LIABILITIES AND FUND BALANCES 

Liabilities: 
Accounts Payable 

Accrued Payroll 

Securities Lending Collateral 

Interest Payable 

IntergovernmentalPayable 

Tax Refunds Payable 

Due to Other Funds 

Contracts Payable 

Unearned Revenues 

 
Total Liabilities 

$ 116,158,258 s 133,847,249 s 74 ,097,756 $ 16,886 s 324,120,149
28.228,000 7,614,785 12,838,701 48,681,486

178,951,741 17,343,861 196,295,602
515,844 515,844

3.167,688 1,225,811 176,001,309 180,394,808
138,285,412 1.920.395 140,205,807
26,100,549 73,735,010 14,919,216 353,841 115, 108,616
10,201,028 7,339,081 9,931,336 27,471,445

  6,980,522    6,980,522

322,140,935 230,742,458 469,176,298 17,714,588 1,039,774,279

 
DEFERRED INFLOWS OF RESOURCES        

Una11ailable Revenue 64,587,390  4,883.202 17,118,943   86,589,535

Total deferred lnflows of resources 64,587,390 4,883,202 17,118,943 86,589.535
 

fund Balances: 

Nonspendable 

Inventory 

 
 

 
2,828,687

  
 

 
8,965,454

 
 

 
7,999,315

   
 

 
19,793,456

Long - Term Recei11ables 25,032 25,032

Prepaid Expenditures 2,419,083 1,816,884 "3,352.489 7,588.456

Legal Requirements 2,442,408 ,819 2,442,406,819

PeITT1anent Trust Fund 66,116,742 66,116,742

Restricted 4,882,791,504 25,528,520 4,908,318,024

Committed 1,365,420,166 1,638,457,084 276.264 3,004,153,514

Assigned 224,403,093 224,403,093

Unassigned 1,421,552,566  (5,175,973)    1416,376,593

Total Fund Balances 5,234,654,353 5,606,365 6,757,003,485 91,919,526 12,089,183,729

 
TotalLiabilities and Fund Balances 

 
$ 5,621,382,678 s

 
241,232,025

 
$ 7,243,298,726 s

 
109,634,114 

 
$  13,215,547,543
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STATE OF NORTH DAKOTA 
 

Reconciliation of the Balance Sheet of Governmental Funds 
to the Statement of Net Position 
June 30, 2014 

 
 

Total Fund Balances-Governmental Funds 

Amounts reported for governmental acttvities in the statement of net position are different because: 

Capital assets used In governmental activities are not financial resources and therefore 

$ 12,081),183,729

are not reported as assets In governmental funds. The cost of assets is $5,578,204,301
and the accumulated depredationis $3.048,012,130 2,530,192, 171

Some of the state's revenues will be collected after year-end, but are not available soon 
enough to pay for the current period's expenditures, and therefore are unavailable in the funds. 

 
87.241,354

Internal service funds are used to charge the costs of certain actiVitles to individual funds.  
The assets and liabilities of the internal service funds are included in governmental 
activities in the statement of net posltion. 

 
98,262,952

The pension assets resulting from contribu1ions in excess of annual required contribution 
are not current finandat resources and,therefore , are not reported in the funds. 

 

1,614.175

Long-term liabilities are not due and payable in the current period and therefore are  
not reported as liabilitiesin the funds. Those liab11lties consist of:  

Bonds Payable (163,030,278)
Notes Payable (4,980,583)
Accrued Interest on Long-Term Uabilitles 
Compensated Absences 
Capital Leases 

(2,087,022)
{43,250,766)

(617,196)
Pension Obligation (Reported as ong Term 

 

Liabilities Due in More ThanOneYear) (2,485,731)
Claims and Judgments 

Total Long-Term Liabilities 
(1,375,999)   

  (217,827,575)

Net Position of Governmental Activities 
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STATE OF NORTH DAKOTA 
 

 

Statement of Revenues, Expenditures and Changes in Fund Balances 
Governmental Funds 
For the Fiscal Year Ended June 30,2014 

 
Special Revenue  Nonmajor 

Governmental 

General Federal State Funds Total 
 

 
REVENUES 

 

Individual and Corporate Income Taxes $ 716.601,274  s $ 19,625,.525  $ $ 736,426,799 
 

Sales and Use Taxes 1,395,321 ,041 352,037,734 1,747,358,775
Oil, Gas, and Coal Taxes 1,564,429,045 1.768,786,012 3,226 ,043 3,336,441,100
Business and Other Taxes 52,646,361 32,570,331 85,216,692
Licenses, Permits and Fees 18,075,192 187,821,087 205,896,279
Intergovernmental 1,596,872 1,366,175,908 60,948,533 4,302,672 1,433,023,985
Sales and Services 3,586.456 227.656 48,894,472 1,497,553 54.206.137
Royalttes and Rents 26,379,996 5,771 447,907,264 474,293,031

Fines and Forfeits 6,169,764 16,852,508 23,022,332
Interest and Investment Income 128,240,349 5,966 386,073,549 1,166,462 515,486,326
Tobacco Settlement 33,896,173 33,896,173
Commodity Assessments 24,788,270 24,788,270

Miscellaneous  1,578,467 3,733,942 32,024,627   37,337,036

Total Revenues 3,914,624,817 1.370.,49,243 3,412,426., 145 10.192,730 8,707,392,935

 
EXPENDITURES        

Current:        
General Government 219,564,581 4,728,725 167,235,709 75,372 391,604,387
Education 853.427.512 129,598,067 90,896.151 1.073.921.730
Health and Human Services 584,560.563 1n,614,569 68,23e,3n 1,430,474.509
Regulatory 16,389,394 4,852,269 28,075.853 47.317,516
Public Safety and Corrections 138,418,498 80,284,859 11,352,594 230,055,951
Agriculture and Commerce 29,081,654 21,896,531} 44,613,239 95,791.431
NaturalResources 14,625,414 15,826,658 77,422,463 107,874.535
Transportation 629,956,854 208,870,774 176,308,495 1,015,136,123

Intergovernmenta l- Revenue Sharing 2,290,963 885,178,368 887,469,331

Capital Out ay 79.944.895 106,B17,3n 64.176,696 250,938,968

Debi Service: 
Principal 1,118,962 56,029 238,814 16,680,528 18,094,333

Interest and Other Charges  175,214 3,768 90,596 7,729,669  7,999,247

Total Expenditures  2,569,554,504 1.350,609,633 1,612,028,355 24,485,569  5,556,678,061

Revenues over (under) expenditures  1,345.070,313 19,539,610 1,800.397,790 (14,292,839)  3,150,714,874

 
OTHER FINANCING SOURCES (USES)        

 

Capital Lease Acquisitions  17,402 35.124  52,526
Sale or Capital Assets 336,557 336,557

Transfers In 19,684,986 61,718 59,726,253 25,335,239 104,808, 196

Transfers Out  (467,636,484) (18,834,417) (38,990,519) (3,250,230)  (528,711,650)

Total Other Financing Sources (Uses) (447,934 ,096) (18,737,575) 21,072,291 22,085,009 (423,514,371)
 
 
 

Net ChangeIn Fund Balances 
  

 
897,136,217

 

 
802,035

 

 
1,821,470,081

 

 
7,792;170 

  

 
2,727,200,503 

Fund Balances - Beginning of Year,     
as Adjusted 4,337,518.136 4,804,330 4,935,533,404 84,127.356 9,361,983,226

Fund Balances - End of Year s 5,234,654,353 $ 5,606,365 $ 6,757,003,485 $ 91,919,526 s 12,089,183,729

 
 
 
 
 
 
 
 

The Accompanying Notes are an Integral Part of the Financial Statements 



The Accompanyi ng Notes are an Integral Part of the Ffnanclal Statements
41

 

 

STATE OF NORTH DAKOTA  

Reconciliation of the Statement of Revenues,Expenditures andChanges in
Fund Balances of Governmental Funds to the Statement of Activities
For the Fiscal Year Ended June 30, 2014 

 
Net Change In Fund Balances·Total Governmental Funds s

 
2,727,200.503

Amounts reported for governmental activities "'the statement of activities 
are different because 

  

Capital ouUays are reported as expenditures in governmental funds. However,In the 
statement of act1vtt1es,the cost of those assets is allocated over their estimated 
useful lives as depreciation expense. In the current period,these amounts are· 

 

Capital outlay 250,947,414  
Depreciali9n expense (86.800,480) 

Excess of capital outlay over depreciation expense  164,146,934

In the statement of activities, only the gain(loss ) on the sale of assets is reported,   
whereas In the governmental funds, the proceeds from the sale Increase financial
resources. Thus, the change in net position differs from the change in fund balance by
the book value of the assets sold.  (4,236,665)

Donations of capital assets increase net position in the statement of acliv1bes  
but do not appear in the governmental funds because they are not financial resources.  251,019

Some of the assets acquired this year were financed throughcapital leases.  
The amount financed Is reported in the governmental funds as a source of
financing However, capital leases are reported as long·terrnliabilities in the
statement of net position  (52,526)

Based on receipt dates,some revenues are not considered •available" revenues and are  
unavailable in the governmental funds   Unavailable revenues increased/decreased by
this amount this year  (29,855,689)

Internal service funds are used by management to charge the costs of certain  
act1v1t1es to individual funds. The net revenue of internalservice funds is reported
with governmental activities  3,764,486

Bonds issued by the State have assoetaled costs that are paid from current available  
financial resources in \he funds. However, these costs are unamortiz.ed on the statement 
of net position  (554,000)

Ttie penslon assets resulting from contributions in excess of annual required contribution  
are not financial resources and, therefore, are not reported In the funds.  (3,636)

Repayment of long-term debt Is reported as an expenditure in governmental funds  
but the repayment reduceslong-term liabilities in the statement of net position.
In the current year. these amounts consist of:  

Bond principal retirement 16,698,751  
Note payments 1,230,971 
Capital lease payments 392.386   

Total long-term debt repayment  18.322.108

Some items reported 1nttie statement of acllvilies do not require the use of 
current financial resources and therefore are not reported as expenditures 1n the 
governmental funds  These activities consist of' 

 

Net increase/decrease in accrued Interest 
Net increase/decrease in compensated absences

454.231 
(1,89\,462) 

 

Net increase/decrease 1n net pension obhgatiori (reported as 
tong term liabilities due in more than one year)

 
(656,250)  

Net increase/decrease in daims and judgmenis 
Total additional expenditures 

1 .131 . 200    
  (962,281)

Change in Net Position of Governmental Activities $ 2.878.020,253 
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STATE OF NORTH DAKOTA 
 

 

Statement of Net Position 
Proprietary Funds 
June 30, 2014 Govemf'ncn1a1 

Bu11nes5•Tye:e Ac:1JvJlles -Entcg>rlsa Funds Aollvlll.. 
 

 
ln:temal 

  Dakota f'lnance. System lnturance: Funds. Total  Service     Funds 
 

 
ASSETS 

Current A.ssels; 
Ca• De atlhe Bonk or NO 
Cash and Cash Equivalents 
Investments at the Bank of ND 

tnmtmems 
Acc;oun,s, Recei1o1able • Net 

lnlere.it Receivable ·Nol 
lnlergovemmen1at Reeeivsble. Net 
Due from 01her Fond$ 
Dve from Fiduciary FUnds 
Due from Component Unlt5 
Prepaid 11ems 
lnvontory 

loans and Notes Receivilble • Net 
Other Assets 
Re81ficted Cash al he Bank ot NO 
Restricted Cash ond c..nEqUl>olents 
RestrlC1ed lnve1tment5 i!t the Bank of NO 
Restricted lnteres1 Receiv1bte-.. Net 
Restricted Loans Receivable . Ne, 

TolalCuminIAs•et• 
 

Nonc:urrenl Asaets.:- 
Restricted Caoh 11Ille Bank of ND 
Restricted Cash and Cash Equ!Volents 
ReWicted lnyestment1 at I.he Sunk of NO. 
Re.strlcted  lnveltmenlt 
1nve.stment1 at Ule Ban of NO 
lnvestmenl$ 
Due from Component Unit 

Loans aml Nt>te.s ReoeivilDle -Net 
R.esl.rtcted Loans Receivable ·Net 
Unamortized Bond tsuDnce Costs 
Oilier Nonwrrent Auel• 
Cop"ol Assets: 

NOfldeprechtble 
Oepret1ablo1Net 

TOla\ NOflCUITef'li Auets 

 
Ban' Rcki1eo Assets. 

casn and Ca'tl Equlvafert11 
lnvestmen\1 
Interest ReoeMlble • Net 
Oue from Other Funds 
Duelrom Component lJnlts 
l..oana and Notes Recetvable .. Net 
Other As.seu1 
Capital Auests: 

Nondepreclabl• 
Oepteciabte.Net 

Toial Sank Rctule<t Assets 

 
Tol•IAssets 

 

DEFERRED OUTFLOWS OF RESOURCES 
 

 
 

 
  

To1al Deferred Ootftowsof Resoun:es 10,GSJ.000 2.062.012 12,71.5,012 
  

Deferred Loss on Bond Rofllndlng 2,062,012 2.062,012 
Ffnandal Derivallve lnstrumeiit 10.653.000 10,653.000 

Ban of Wot1tfor Othr
North Hou1ing University S1rety and Et1tefllrlso

 1,838,000 s 14I .690,000 J,082,594 HM.932.579 257,543,173 s 15,574159

a.016 1669 167,675,656 175,952,325 522,?81
89,35M83 •7.351.000 136,706,483 

622,168 1,692,463,166 27,924,768 1,721,014,092 12,330,899
&BB,000 2s.2s2.oss 54,606.77 18.529,116 158,906,001 196.847
142.000 11.574,574 1+9041140 13,&20,714 71,773
145,000 31,909,S60 6.612.416 38.667.076 187.632
25.000 28.181,550 491.648 26,699,098 6,834,478

17.203 17.203 
6,479,791 6,419,791 

56,000 57.509 3.082.631 3,496.140 1.612.020
8,275,000 29,841,929 38,117,829 6,241

 
445,000  7,.903,768 

3,466,0.B  M8'1.454 
184,813 

16.488.222 
•.096,861    

11.1•1.000 4,275.057 15,416,057 
156.591,000 156,591,000 

-4,000,000 4,000,000 
2,422,000 2,422,000 

15,174,000 15.n4.000 
195.069,000 l51.243,125 1,762,004,630 485,611,310 2,794.008,065 37.515,630

   

 
32,676',264

   

 
J:l,,676,254 

   

  54,6'7 
6,102,693   54,6H 

6,102,693    
12.063.000 19,151,329 31.214.329 

76,900,000 75,900,000 
12.907.489 6,003,000 16,910,489 

613,951 613,951 
27,948,694 83.849,062 111,797.766 

613,485,000 1,0001000 514,485.1>00 
412,776 412,776 

2,524.000 765, 168 4,698,352 7,987,520 
103.926,768 901,974 1.972,830 100.801.sn 

1,000 935,031,173 9,746.715 69,959.570 1.014.738.458 92.17•.160
628,073,000 1,215,490,942 10,646,689 167.482,814 2.021.695.445 92.174,160

 

 
776.444,000 

      

 
776.444,000 

   
2,582,759,000 2,592,759,000 

39,57•.000 39.574.000 
67,6:12,000 67,632,000 

1.•11.000 
3,382,001,000      1.'17,000 

5,3821031 000    
•.068,000 4.068,000 
1,688,000 ),688,000 
9,509,000 9,509,000 

6,885.122,000 6,865.122.000 
 

6,865,122,000  
823,142,000

 
1,565,734,067

 
1.n2.7J3,3;s

 
653,094, 124  

11,680,825,510   
129,690,990
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STATE OF NORTH DAKOTA 
 

 

Statement of Net Position 
Proprietary Funds 
June 30, 2014 Government.al 

  Business. Tte:e Activttres • Efl te!'.Eris.e Fund1  ActlvfUes 
 
 
 

UAB•LmEs 
Currertt UabiUUes: 

 

 
Intimal 

  Ollitota Fh oncb Sl!,tem I nsurance FUnds iota!  Service Funds 

 

Accouni• Paable 869.000 23,0.07.569 3',652,8-17 23,300.834 50,900,250 1,666,147
AccNed Payroll JS,932.681 611,623 34,544,304 2.359,(122
S•C>Jn••Lenol'1!1 CoKslera• 857,982 857.982 
lnte-res1 Payabto 9,817,000 1,250,552 16,762 11,084,314 6,899
lntervovemmon••I  Payable 56,000 280.919 7 015.093 7,352,012 
Due to oth&t funds 16.000 9,788,930 165,671 122.514,1175 132,485.576 6.449,875
Oue 10 Fiduciary funds 319,!196 319,996 
Oue to Component Units 4,519,857 4,519,857 
Contracts Payoote 3,3211773 .321,773 
011\er Oepos• 5.035,983 5,035,983 
Amounts Held In Custody fOr Olne<> t0.195,000 5,149,081 15,344.081 
Claims/Judgment•  Payab!o 12ij,336.720 900.471 127.243,191 1.679,294
Olvtdends Payable 121,733.101 12),733.101 
Compensated Ab$&nces Payable 174,000 1,988,040 1,234,793 90.058 3.486.891 137.238
Note• Poyabte 725,067 725.067 
Caprial leases Payable 3,215,894 3.216.694 15.6!5
Bonds Payabl• 42,395,000 6,651,500 49,046 500 
Uneamed Revenue •1.000 19,787,580 152,95",059 411,239 173.143,878 

TotJ>I C•rr•t UabUIM• 63.593,000 113,4116.345 406,935,113 160,3361132' 744,360,650 12.314 ,090
 

Nonwrrent LloblQtts 

 
 
 
 
 
 
 
 
 
 
 
 
 

Long  i•'"1Uablll«es'. 

 
 

T 

 
DEFERRED INFLOWS OF RESOURCES 

 

Grants f(ecctvaa Prior to Time Requiromcmu 230,eao 230,680 
lncfC!'-818 fn fa rVatue of Hedging DerfVallve-s 184,813 184.813 

 

   

TotaJ Detencct 1nnows of Resources 230.680 184.813 415,493 
  

 
 

NET POSITION 

 
 
 
 
 
 
 
 

T 
 

Reconcill:iitton of the Proprlet1ry funds Statement or N« Po1;itlon 
t.o the Statement of Net Position 

Juna 30, 201" 
 

Total Net Po.s1tioo ·Enterprise fund.s      2,721.285.463  

Amounts reported tor bYsine&s..fYpe acUvitles i'1 lhe sts1ement ot ,,et po1ft.lon are different because:
Prfor year nel assets restatement and reauctfon orwrrenl year epenset 
basod on the allocation of intemaf service rund s net income  

10,695,011 
Not  Position of Bvsln.,....Type Acllvlll0$  

2.731,980,474 

Bank of Workforce Other
North Housing Universtiy Safety and Enterpri•e

lntergovarnmenlal Payatlle 74,000 3,668.22.4 5,437,013 9,179,:137  Due lo CofT!DO'lCni Unk• 47,685,178 0.6115,176 
Claims/Judgmems  Payable 926,469,280 1,000,000 927..69,:180 6,320,750
Compensa1od Abet1ce.s Payabte 106.000 29.654,064 201,013 1.161,296 31.122,373 2,064,376
No1e1Payable 18,406,949 18,406,949 
Copal Lea>e> Po)'Jl.1114 17,080,814 17,080,814 3.813
Bonds Payable 611.564,000 214,232.000 1,000,000 B:le,796,000 
Flna.nci-al Oenvatllfe lnsl:(oment 10.653,000 10,653,000 
Oll'ler Noncurrenlliabilities 4.373,000 4,134,085 9,754,000 18,261,085 

Total f'IOnOijf19nt  L!abiltlll>• 626.770.000 334,861,3)4 926,670.293 18,352,309 1,006,653.916 8,418,939
 
B•n Related Llab111«..•     

tntttrest Payable 67,000 67,000 
ouo 10    Mr Fu"d$ 4,940,001) 4.940.000 
Duo ID O<><nponenl Units 2 150,000 2,150,000 
federal fund• P"rtased 245,110,000 245,HO.OOO 
O•Po•"• Hold lorOtner fund• 4,682,380,790 4,682,380,790 
o;nr Oapo•K• 917,329.210 917.329.210 
Other Uobllltloa 2 599,000 2,599,000 
Duewithin one year 4,104.000 4, 104.000   
Oue.10 mo1e than oneyear 462, 14.5,000 462, 145.000 

iolal Bank Rslat•d Li>bURles 6,320,625,000 6.320,82.5,000 
 
otal Uab!lfhes- 6.320.826,000 690,363,000 4.ul,3.57,659 1,333,605,466 178,688,4"11 8.971,839.566 20,733,029

Net lnVe.Jlmelll In Capital Assets 
Restricted fof.: 

11.197,000 1.000 750.677,216 1016481689 71.871,365 844,395,270 
 '92.12A.732

Copilol Project• 13.037 13,037 
OebtSer\lic:e 131,330,000 14,819602 423.000 146,572.602 
Loan Put)>o•.. 
Pledged Assets  

188,363.000  44,810,•21   590,613 45.401.034 
188,36'3,000   

Unemployment  Compermnlon 166.653.!laJ 166,653,983 
llniverslty Sys1em-Nonexpendable 15,587,038 15,587,038 
Unl¥<!rsrty  System.Expendable 32,988,077 32,988,077 
Other 467,771 4,223,.257 4,691,028 

uorestnct&d 344,737.000 12.11>1.000 260,844.578 428..79.164 2.30,458.652 1.270,620.394 16.633.229

otill Net Position 4.297,000 143,•32.000    $     1.120.201.7•0   $ 439,127.853  s   474.220,870 2.721.285.•63 108,957.96'1
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STATE OF NORTH DAKOTA 
 

 

Statement of Revenues, Expenses and Changes in Fund Net Position 
Proprietary Funds 
For the Fiscal Year Ended June 30, 2014 

 
Governmental 

Buslness-Tn!e Activities - Enterprise Funds Activities 
 

 

 
 

     North Dakota. Flnane- System Insurance 

Internal 
Funds Total Service Funds 

 

OPERATING REVENUES 

 
Sales encl ServiceG 

 
 
 

7.6l9.000 

 

s

 
 
 

3.623,366

 
 
 

100,671.468

 
 
 

314,903,594

 
 
 

442,950,167 

 
 
 

869,787,595

 

s

 
 
 

99,676,972
Awoliary Sales Pledges ror Bonds 103,823,830 103.823,830
Tuition and Fees 298.535,194 298,535.19A
Grants and Conlr\butions 167,605,43.'.l 157,605.433
Royalties and Rents 742,222 23.3,394 975,616
Fines and Forfeits 3,134,019 '3,134,019
Interest andInvestment income 147,909.000 32.527.000 1.660.713 162.286.713
Miscellaneous    719.327  126.331 845.668  106.765

T01al Operating Revenues 165,548,000 36,150,366 661,355,252 318,779,835 445,160,605 1,616.994,058 99,782.737

 
OPERATING EXPENSES          

Cool of Sales and ServJces  32.326,601 223,669,052 255,996.653 909,415
Salaries and Benems 13,121 000 3,114,000 724.439,680 20,935,411 18,594,722 780.204,813 29,178.952
Operating 22.291,000 5.868.664 262.293.322 4,824,114 46,424.831 341.701,951 48,764.987
Claif7\S 292.047.713 116.220.754 407.266,467 5,532.117
Scholarships and Fellawships 32,.1 42,067 32.542.067
Interest 40,264,000 19,696,000 9,000 59,008,000
Depreolatjon 760,000 19,000 57,948,483 1.003,191 5,242,025 64,972,699 13,483.603
Mlscellaneou    4.994,442  5.442.457 10,436,899   
To1a1 Opereling Expenses 76436,000 28,696,684 1,114,544,595 318.810,429 414,602,841 1,953,090,549 97.869,074

Operating Income (Loss) 79.112.000  7.453.682 (453,189,343) p0.594/ 30.557.764 p36,096,491)  1,913.663

NONOPERATING REVENUES (EXPENSES)          
Grents and Con1racts  11.825,000 44,897,464 960,504 57,682,968

Giits 25,540,584 25,540,584
Interest and Investment Income 286,000 7,960,198 184,144.392 6.740.905 199,121.d95 1,503,468

Interest f)(pense (13,397,678) (4,187,034) (588.172) (18,t52.884) (40,247)

Dillidends Expense (95,557,186) (95,557,186)

Gain (Loss) on Sate of Capttal Assets (1.757.2.92) (43.578) (1.800,870) 361,667

Tax Revenue 3,197.173 '3,197.173

Grant Epense (12,207,000) (12,207.000)

Other   44,000   1,834,781 1,878,761  26,032

TotalNonopereting Revenues 
(El<penses)  (52,000) 66.430.449 84,400.172 8,924.440 159,703,061 1.850.820

Income (loss) Before Contributions a)ld   
Transfers 79.112.000 7.401,682 (386,758.894) 84,369,578 39.482.204 (176.393.430) 3,764,483

 
Capi ai Grants and ContJibulions     

18,703,628    
18,703,628  

Tra<1sfersIn 30,000,000 468,634 452. 150,783 12 120,361 494,739,778

Transfer Out (19,356.000)  (30,316) (6,1'16.962)  (13,318.471) (38,851,749)  
Changes n Nel Posflion 89.758,000 7,840,000 77,948.555 84,369.578 38.284,094 298.198.227 3.764.483

Total Nel Posilion ·Beginrling of Year as   
AdjUsled 454.541.000 135.592.000 1.042.259.185 354.758.275 435.936. 776 2.423.087.236 105.193,478

Tolal Net Position - End of Yea1 s  544.297,000 ,  4 3 432,000    s    1,120, 207, 740    s   439.1 27.853    s  474. 2W,870    s  2.721: 285.463      s   1 08,957.961 
  

 
Rcconclilalton of Statement or Revenues,Expenses and ChangesIn 
Fund Net PoslUon of Proprietary Fund• to the Stalemenl of Activities 
Forthe Fiscal Year Ended June JO, 2014 

 

 
Net Chan9eIn Net Position-TotalEnterprise Funds $    298.198.227 

 
Amounts reported for buslness-lype activhtesin the slatemenlof nel assets are different becaus& 

 
E)(jiensei; were reduced based on the atloeation of mlemal servico fund's netincome  (!0.934! 

ChangeIn Net Poslflon of  Business.Type AotMUes s    298.127.293 

The Accomparry fng Notes are anIntegral Part of the Flnanalal Statements 

Bank Workforce OU,or 
or Housln9 University saroty and Enterprise 
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STATE OF NORTH DAKOTA 
 

 

Statement of Cash Flows 
Proprietary Funds 
For the Fiscal Year Ended June 30,2014 

 
 
 
 
 
 

 
Cash flows from Operating ActlvitiM· 

Business..Type Activities • Enterprise Funds 

Bonk 
of 

North Housing 
Dakota Fln•nce 

 
 
 

Universlcy 
System 

Receipt$ frcim Customers and Use1s 
R•eeipls from Tuit on and 
Fees     Interest lneome on Loans 
Receip15 from Loan Principal Repaymenl$ 
RO<:elpts from Federal and Local Agencies 
Reoelpts lrom Other Funds 
Reoelpt• ffOm Grants and Conlnlels 
Reoe1pts from Others 
Paymenl!l ror Loan Funds 
Payment! to Ottier Fllnds 
Payments for Scholarships and Fellowshfps 

7,362,000 $ 210.122,682 203,829, 758 
296.775.621 

 
6,062,783 

t ,927.000 
40,810,000 

161,130,405 
1.655.347 

(6,058,981) 
(250,000) 

(32,295.04,) 
Payments 10 Suppliers 
Payments to Employees 
Ci•m Pnymants 
PaymenlS IO Olller• 
Oltlor 

(20,439,000) 
(13,096,000) 

(170,881i,OOQ) 
(3,109.000) 

 
(1,518,000) 

(288,986.1391 
(723.723,354) 

 
(3,462,894) 

Nel Cash Provided by (Usod for) Operating Activities 

Cash Flows  from Noncapit•IFinancing Activities 

 
 

(26,173000) 77, 096,682 (385Jl72A95)   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Acqus•\ion and COflSlrUdion or Cap talAssets (322,000) (108,673,586)
Proc:eod• from Salo of Capital Assets 2,044,166
Poymonts fOf Dl$oonlinved Operauon• 
Proceeds from Sate of Notes and Ollier Borrowingi 

 
55,533,914

Prinejpal p.,yrnants • Notes andother Borrowing• (42,458,545)
mierest Paments - Bonds 

lotorest Payments - Note•and Other BorTolMrigs (11,6-48,3411)
C•pi\l!IApproprl•tlons 43.ir.l0,172
Payment on C•pllal Lea•es 
lntorestPsyrnonl$ -Capital Leases 
Operaling Transfers 0\11lo Olher Funds 

 
(5,899,936)

CapitalGrants and Gitts Reeelved 15,M>2,958
Insurance Proceeds 278,482

Net Cash Used for Capi!al and Related Flnanci11g Activities (322,000) (51,730,725)

Cash Flows from Investing Actl11ittes  
Proceeds from Sale and Maturities ot Investment S•cutlUes 455,882,000 35,658,000 106,583,079
Purchaseorlnves\IJ1ent Sealritte& (876,555,000) (32.740,000) (87,415,015)
lnteresland DividendsDn  Investments 12,432,000 9'15.000 6.154.324
Pl'OQ(lods from Sale of Other Real E•IBle 2,302,000
Net Decrease In Loans (211,563.000)
D1-&bur5emem\s for·Loans and Loan Purchasei 
Receipt of Loan Principal Repayments 
Proceeds from Collection of Loans and Notes ROC<llVal>le 12,187,000
Loao Income Rececved )35,981,000  

Net C••h Prov d•Q by (Used ror) lnves!Jng AGllviti•• (471,334,000) 3,883,000 25,322.388

Proceeds f1om Bonds 
Proceeds fTom Sale of Notes and Other Borrow!ng> 

 
1,795,000,000

1Ml,798,000  
Principal Payments- Bonds (189,830,000) 
Prinapal Payments- Noles and Other Borrowing• (1,735,292,000)
lnlerest Payments • Bonds 
Interest Payments • Noles ano Olf!er Borrowings 
Transfel'$In 

 
(16,376,000) 

(22.360,000) 
 

500,318 
 
 

408,615,668
Transfers Ou1 (19,399,000) (30,000) 
Tax Revenue 3,19. 7,173
Ne1Decrease 1n Non-lnrere•lBearing Deposs (92,638,000)
Nel ncrease in Interest Beanrig Deposits 690,203,000
Paymenl5 ofInterest on DOf>••it• (13,689,000)

Interest Pald onFederal F'-'lds end R•varse Repun:hsse Agr,,ements (326,000)
Net Decreaseln federalFunds and Rever5e Repurcliase AgroemeolS (30.850.000)
Advance• Made 
Col/er;tlon Of Adva»ee..Mado  
L.oan Proceeds from Due To Other Funds 59,350,000 158,991,039
Principal Payments onPue To Other Funds (68,004,000) (158,J66,254)
Gr'ltllS tlf1d Gifts Recei\lod for Olher ltlan Cap<tsl Purpose$ 11,869,000 63.291,236
Agency Fund Cash Decrea.e 
GrsllU Giv"" tor Other Nn Capital Purposes   

(12,206,000) (1,655,417)

Not Cs•h Provided by (Used for) Noncapltal Financing ActivlHos 578,653,000 (70,912.682) 4N,073.385

Cao" Flows from Capitoland Related Flnanclng Actlviiles    
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(Continued on Next Page) 
 

 
 
 
 
 
 
 

Oowmmental 
BU•lna1-Txl!! Ac1lvitles. Enlt!]!rt ..Fund• Actlvttl.. 

 
 

Workforce Other 
Sllfoty and Enterpnse lnttmal 

  lnauranc• F unds Total  Sefvl<:e Funds 

 
$ 210.888,846 

 
$ 783.862,895 

 
1,416,045,181

  
100,751,447

296,775,621
87,422 87,422

20,434,848 26,497,631
1,927,000

618,395 41,428,395
161,130,405

3.547,472 338,197 5,539,016
(19,039,380) (25,098,341)

(447,200) (151,491) (848,691) (185,825)
(32,295,041)

(626,925,795) (1,107,238,934) (51,761,888)
(20,848,840) (18,770.528) (179,547,722) (29,099,324)

(208.7e6.905) (89,990,809) (298,767,714) (357,047)
(17,029,lj()AI) (292,034) (22,302,832) (4,544,185)

 31.597 31,597 1,052

(32,678,531) 50,201,337 (316,624,007} 14624 232

 

 149.798,000  
8.000.000 1,803,000,000

(189,830,000)
(21,035,814) (1.756,327,814)

(9.000) (22.3611.000)
(469,572) (18,845,872)

11,473,000 420,588,9811 1.7n.e11
(15.211.599) (34,6A0,599)

3,197.173
11.n1.e111

(92,638,000)
890,203,000
(13,669,000)

(326,000)
(30,8.50,000)

(1,000,0001
50,000,000 50,000,000

218,341,039
(2,161,958) (228,532,212)

1,097.240 76,257,476
(1,655,477)

 (12,206,000)

31,682 197 1011 495.900 (1,000,000)

 
(6.1100) (7,519,581) (116,521,789) (16,456,700) 

2,044,158 3,322,882 
(984,830) (964,830) 

55,533,914 
(101,798) (42,560,341) (7i1,950) 
(48,778) (48,778) 

(2,329) (11,650,677) (14,238) 
647,361 44,277,533 

 
 

(5,899,938) 
1M62,958 

278,482 

(72,828) 
(J,873) 

(&,600) (7,989.953) (60,049,278) (13.936.505) 
   

 
 

38,000,000 
 
 

118,737000 
 
 

748,880,079

 
(2,497,544) (149,608,838) (1,148,814,295) (568,815)

5.213.120 24,744.444 824.402
2,302,000

(211,563,000)
(9,865,725) (9,885,725)

840000 840,000
1.363,031 13,570,031

 1,008,131 138,969,131

33,502,356 j34,291,079! j442,937 ,335! lS587
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STATE OF NORTH DAKOTA 

Statement of Cash Flows 
Proprietary Funds (Continued) 
For the Fiscal Year Ended June 30, 2014 

 
 

BuslnessType Actlvfties .Enterprise Funds 
Bink 
or 

 
 

Net ChangeIn Cash: 

 
Dakota Finance System 

 

Netlnctease (Decteaso] 1nCash and C••h E<l\Jt'<alents 78,BU,000 10,047,000 62,592,553

Cash and Cash Equivalents al June 30, 2013 897,620,000 165,523,000 123,399,791

Cosh and Cash Equlvaloou at June 30,2014 776,444,000 s 175,570,000 $ 185992.44·  

Reconcillatlon: 
Current: 

 
 

Noncorrent 

 
Cashand Cash EquWalents $ 778,444 . 000 s 175,57 0000 $ 182,497. 570   

Reconcllletlon of OperatingIncome (Lossj to Net Cash 
Provided by (Used for) Operating Actlvftlea: 

Operating Income (Loss) $ 79,112,000 s 7,453,882 s (45:1, 189,3.43) 
Adjustments to Re<:onc"e Operating 
Income to Net Cash Ptovld&d by Operating Act vfties: 

 

DepreclaUon 780,000 19,000 57,948,485
Am0<1izaUonlllccretion (1,065,000) 
Roclsssificatlon o( lnte'resl Revenue\Expense (117.892,000) 19,758,000 
Ganon Sale of 51\Jdent Loans (173,000)
Gain on Sate of RealEstate f145,000)
Loss on Retirement/Sale of Fixed Assets 1.000
Net Decreasein Fair Vatue of lnvestmenls 10.047,000
Interest Recaived on Program LC>1Jns 
Dividend Credit Appl ed to Recelvsbie 
Receipt olLoan PrincipalRepayment• 
Provision for Losses 
Other (1,255,239)
Change n Asset• and Liabilities: 

(lncteaae) DecreaseinAccounts Receivable 50,167,000 12,365,374
(Increase) Oecteasein Interest Recal\lable 250,000 
(lnc,ease) Oectease in Due From (2.151,000) 27,000 
Increasein lntergovemment Receiv-at)fe (35,000) 
Decrease in Notes Recewilble 1,109,019
(tncrea1e) O""'case nPrepaid Items 7,000 
Increase in Inventories 
(Increase) Decrea.se n Other AsUto 387,000 (683,000) 233,999

Increase (Decrease) In Accounts Payable (2,608,325)
IncreaseIn Interest Payable 
Increase (Decrease) In Clafms\Judgments Payable 

230,660

Increase (De<:<ease) !nlnte.go••mmental Payeble 48,000 
Increase In ACCllU!d Payroll 1,152,478
Increase (Decrease} Ii\Compensated Absence• Payable 17,000 (438,150)
Decrease In Amounts Hold for Othe,. (611,000) 
Decrease In Othor Deposits (1,215,7!>9)
Increase (D6Cfease} InO e To 3,635,000 (6,000) 
1'nc1ease InUnavailable Reveiive 592,288
Increase (D8Cf••••)InOther Liabilities 66,000 1,970,000 
Oectease in OMdends payable 

 
TotalAdju•tmenta 

 

(105,285,000) 89,843,000 68,116,848 
Net Cash Provided by (Usedfor) Operating ActJvitl•• $ (26,173,000) $ 77,098,682 s (385,0721495)

Noncash Transactions: 
NelChangein Fair Value or lnvestmenli (10,047,000) (652,000) 58,888
Transfers Item Net Poal6onto Trans[ol'I Payable (10,644,000)
Transrers rrom Rebuildefs Loan Program 30.000,000
Interest on Investments 
Assets Acqu1r<l<lThrough Capital Lease 1,177,200
Expenses Paid by CapitalLease 1,008,620
Value Recaivod on Trade of Capital Anet 
Gifis olCapftal Assets "22,836 
Interest Revanueon Prtze Reserves 

Toll!!Noncash Transactions s  9,309,000 (652,000) 2.m.m  

North Housing University

Cash Doposlts aJ the Bank of North Dakola 7.838,000 $ 141,890,000
C••hand Cash Equiva!eiiu 
Ro•lrieted Cash Deposits at the Bank of North Dakota 

776,444,000  
11.141,000 8,076,669

Rutrlcted Cashal)d Cash Equivalents 158.591,000 
Roslr eted CuhDeposits At The Bank of North Da ola 32,878,254
Rul/lcted Ca.sh Md Cash EqUivalents 54,647
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Gov1mm1ntal 
Busln.H Tll!! AcUvltles • Enle!J!!!se Funds Activities 

 

Wor1cforce Other 
Safety and Enterpr1H lnttmal
lnsur1nce Funds Total Service Funds

 
819,225  

l9,802.S02  
191,885,280 

 
(7088)

2,283,389 237.480,790 1,226.288,950 16,273,626

s 3 082   §• $ 277 083 292 $ 1,•1a,1n,230  1ii1iii!li40   

 

s  
3,082,594   

104,932,579  
257,543,173   

15,674,159
187,875,656 952,396,325 522,781

4,275,057 15,418,057
156,591,000

32,878,254
54,847

 
 

3,082,59'1  
 

2n.oe3,292   1,414.677,458 s  16,19619"0

 
 

(30,594) $ 30,557.764  

  

 

(338,098,491)    1913,683

 
1,003.191 

 
4.952,319   

64,682.995
 

13,476,922
289,708 (795.294) 8,681
(813,713) (98,547,713)

(173,000)
(145,000)

1,000
10047,000

42,000 42,000
(95,557,1116) (95,557,188)

4,892,000 4892.000
4,881,702 4,881,702

(56,203) (1,311,442) 18.318

(3,415.015) 6,572,322 85689,881 4 1,517
(1,628) 248,172

42,548 (2,081,452) 941,126
(184,940) (199,940) (193,068)
695,300 1,804,319

101,1&8 (382,487) (274,319) (231.456)
(519,594) (519,594) ()

23,490 (58,511)
227.547 114,389  (2,266,369) 

230,&80
(1.838.1138)

94,097,000 (331,849) 93,765,151 819,156
(631,530) (583,630) 11.005
100,628 1,253,104 44.078

112,9)4 58.275 (249.941) 35.547
(299,941) (1,110,941)

(1,216.759)
(12,140) 362,041 3,968,ilOl (17,433)

11,083,483 29,324 11,686,075
(378,388) 1,657,614

(40,21111,899) (40,200,899)

 

!32 845,9371 19.843,573  Ul,472 1484 12910589

$ (32 676,531) 50,201.J37 $ (31M24,00TI $ 14,824,232

 

 
120,860.981 

 

 
2,120,933 

 
s 

 
 

112,3'1,760 
(10,644,000)

 

$ 827,740

30,000.000
82.491.298   82,491,298

1,1n,200
 

9,035
1,00ll.820

11145 11,145
242,838

517 517

 $ 183. 352 257 s 2,132 595  $ 196, 527 576   i R:!li 7"15  
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STATE OF NORTH DAKOTA   

Statement of Fiduciary Net Position  
Fiduciary Funds  
June 30, 2014  

Pension and

Other Employee Investment Private-Purpose

Benefit   rust Trust Trust Agency 
Funds Funds Funds Funds 

 

ASSETS 

Cash Deposits at the Bank of ND 
 

$ 2.3,631,522

 

$ 672,663

 
s 7,402,648

   
$ 26,486,298

Cash and Cash Equivalents   2,653,786   19,243,621

Receivables:       
Contributions Receivable 27,926,542

Accounts Receivable - Net 392,009 10,443,438

Taxes Receivable - Net 29,773,035

Interest Receivable - Net 10,993,407 170,908 1,269 25

Due from Other Funds 320,036

Due ffom Fld\lclary Funds 36,591      
Total Rece vables 39,576,576 170,908 393,278 40,216,498 

 
Investments . at Fair Value:       

Investments at the Bank of ND 21,570 27,376,757 
Equities 
Equity Pool 2,423,053,344 106,299,070

FixedIncome Pool 1,123,795,960 77,834,152 898,840 130,000
Cash and Cash Pool 47,133,037 1,276,423
Real Estate Pool 776,667,580 28,916,343

Alternative Investments 203,425,561 7,997,095

Annull es 109,052
Mutual Funds 95,175,343  360,543,789    

TotalInvestments 4,669,359,877 222,323,083 361,464,205  27,506,757

 

Invested Sec1.1ri!ies Lending Collateral  48,482   
 

Inventory       
Prepaid Items 580,193
CapitalAssets (Net of Depredation) 4,545,177

Other Assets 45

 
Total Assets 

 
4,737,893,345

 
223,366,654

 
371,962,599

   
$ 113,455,219

 

LIA BILITIES 
      

Accounts Payable 6,328,494 319,386 1,396,332

Accrued Payroll 143,676

Securities Lending Collateral 48,482

Intergovernmental Payable 61,752,219 
Tax Refunds Payable 35,918 
Duelo Other Funds 36,571

Due to Fiduciary Funds 336,591

Amounts Heldln Custody for Others 14,072 51,667,082

Compensated Absences Payable 159,626   
 

   

TotalLfabil1ties 9,019,230 319,386 1.444.814 $ 113,455.219 
 

 
DEFERRED INFLOWS OF RESOURCES 

Deferred Contributions 12,782 
 

Total deferred infiows of resources 12,782 
 

 
NET Position 

Net Assets Held 1n Trust for: 
 

Pension Benefits 4 ,727,244,664
Other Employee Benefrts 

External Investment Pool Participants 

Other Purposes 

1,616.469  
223,047,268 

 

 
370,517,785

 
 

Total Net Posit on HeldIn Trust $   4,728,861,333 $ 223,047,268 $ 370,517,785 
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STATE OF NORTH DAKOTA 
 

 

Statement of Changes in Fiduciary Net Position 
Fiduciary Funds 
For the FiscalYear Ended June 30, 2014 

 

Pension and 

Other Employee Investment 

Benefit Trust Trust Private-Purpose 

Funds Funds Trust Funds 
     

 

ADDITIONS 
 

Contributions: 

Employer $ 137,690,410 $ $ 

Employee 136,425,227 

From Participants 35,218,321 

Transfers from Other Funds 347,783 

Transfers from Other Plans 849,744 
Donations 6,612 

 

Total Contributions 275,313,164 35,224,933 

Investment Income: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The Accoinpanying Notes are an Integral Part of the Financial Statements 

Net Change in Fair Value of Investments 588,723,060

Interest and Dividends 85,864,258    

Less Investment Expense 16,237, 134     
 

Net Investment Income 
 

658,350,184
    

 
 

Repurchase Service Credit 

 
 

10,815,706

    

Miscellaneous Income 1,051,410

 
Total Add tions 

 
945,530,464

    

 
DEDUCTIONS 

     

Benefits Paid to Participants 294.179,523     
Refunds 10,181,863

Prefunded Credit Applied 6,798,427

Transfer to Other Plans 

Payments in Accordance with Trust Agreements 
347,783     

Administrative Expenses 5,423,590

 
Total Deductions 

 
316,931,186

    

 
Purchase {Redemption) of Un1ts at Net Asset Value of $1.00 Per Unit      

Change in Net Posltlon Held in Trust for: 

Pension Benefits 
 
 

628,512,251

    

Other Employee Benefits 

External Investment Pool Participants 

Other Purposes 

87,027     
 

 
Total Change in Net Position 

 
628,599,278

    

Net Position - Beginning of Year 4,100,262,055    

Net Position· End of Year $ 4,728,861,333    
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STATE OF NORTH DAKOTA 
 

 

Combining Statement of  Net Position 
Component Units • Proprietary Funds 
(Excludes FASS Based Component Units) 
June 30, 2014 

 
 

Public NO 

Historical Finance Development 
CHAND Foundation Author!!}: Fund Total 

 

 
ASSETS 

Current Assets: 

Cash and Cash Equivalents 

Investments 

Accounts Receivable - Net 

Interest Recelvable - Net 

Due from Primary Government 

Loans and Notes Receivable - Net 

Reslricted Cash and Cash Equivalents 

RestrictedInvestments 

RestrictedInterest Receivable - Net 

Total Current Assets 
 

Noncurrent Assets; 
 

RestrictedInvestments 561,949,000 561,949,000

Investments 427,226 427,226

Due from Primary Government 1,962 ,000 1,962,000

Loans and Notes Receivable - Net 5,981,321 5,981,321

Other Noncurrent Assets 248,560 t50,000 398,580

Capital Assets: 

Deprectable,Net   
12.842   

15,628 
 

28.470

Total Noncurrent Assets 688.628 564,061,000 5,996,949 570.746,577

 
TotalAssets 

 
6,723,072

 
4,654,144

 
696,693,000

 
26,091,208 

 
734,161,424

 
DEFERRED OUTFLOWS OF RESOURCES 

Deferredloss on bond refundil'lg 
   

 

5.462,000 
  

 

5,462,000

Tota) Deterred Outflows of Resoun:es 5,462,000 5,462,000
 

LIABILITIES 

Current Liabilities: 

 
 
 
 
 
 

 
N 

 
 
 
 

Tota 

 
Net 

N 

Restricted for: 

 
 
 

Un 

Total 
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s 6,351,973 $ 1,705,589 s $ 15,038,628 $ 23,096,190

502,664 75,000 577,664

371,099 1,757,263 2,128,362

62,516 62,516

181,000 181,000

4,918,115 4,918,115

15,508,000 15,508,000

112,505,000 112,505,000
4,438,000 4,438,000

6.723,072 3,965.516 132,632,000 20,094,259 163,4 14,847

Accounts Payable 3,277,660 10,762 49.000 21,034 3,358.656

Accrued Payroll 11,480 11.460

Interest Payable 2,245,000 2,245,000

Due to Primary Government 161,667 161,667

Amounts Held Jn custody for Others 15,051 15,051

Compensated Absences Payable 21,119 21,119

Bonds Payable 16,445,000 16,445,000

Unearned Revenue 162,130 54,959 217,089

Total Current Llab1111es 3,439,990 275,038 18.739,000 21,034 22,475.062

 
oncurrent Liabilities 

Intergovernmental Payable 12,000 12,000
Due o Primary Government 1,410,000 1,410,000

Bonds Payable 259,901,000 259,901,000

Total Noncurrent Lia.bililles 261,323.000 261,323,000

 
l Liabilities   

3,439,990
 

275,038
 

280.062,000
  

21,034 
 

283,798,062

 
 

Position 

etInvestment In Cap1tal Assets 12,842 15,628 28.470

Capital Projects  3,880,420 3,880,420

Debt Service 145,315,000 145,316,000

Loan Purposes 275,201,000 275,201,000

Endowment Funds-Nonexpendable 65,000 65,000

restricted 3,283,082 420,844 1,577,000 26,054,546 31,335,472

 
Net Posillon s 

 
3,283,082

 
$ 4,379,106

 
$ 422,093,000 s

 
26,070,174 

 
$ 455,825,362
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Combining Statement of Activities 
Component Units - Proprietary Funds 
(Excludes FASB13ased  Component Units) 
For the Fiscal Year Ended June 30, 2014 

 

 
   Pro11ram  Reve"ue1  

Operating

 
 

Not

 
 General Revenues 

Payments from

 
 

Change 
Net Position 

Beginning

 
 

Net Position

Charges for Grants and (Expense) State of In or Year, End

Functions/Programs Expenses Services Contributions Revenue North Dakota Not Position nMju1ted of Year

CHAND 15,503,362 15,303,892 1,751,909 $ 1,552,439 s 1,552,439 $ 1,730,643 $ 3,283,082
Hlstot1calFoundation 4,888,599 1.698,549 254,830 (2,935,220) (2,93&,2201 7,314,326 4,379,106

Publfc Finance Aulhority 20,740,000 1,936,000 42,019,000 23,209,000 23.209.000 398,884,000 422,093,000

NO Development Fund 40,937 708,465 6,327 673,865 1,Wl,000 1923,855 24.146.319 26.070.174

Total ComponenlUnits $ 41,178,898 19,846,906 44,032,066 22,500,074 $ 1,250,000      s 23,750,074     $    432,075,288 $    455,825,362 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The Accompanying Notes are anIntegralPart ollhe FinancialStalemenls 
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NOTES TO THE FINANCIAL STATEMENTS 
For the Fiscal Vear Ended June 30, 2014 

 
NOTE 1 - SUMMARY OF SIGNIFICANT 

ACCOUNTI NG POLICIES 
 

The primary authority for the State's accounting and 
reporting requirements is the Office of Management and 
Budget. The Office of Management and Budget has 
adopted the pronouncements of the Governmental 
Accounting Standards Board  (GASB), which is the 
nationally accepted standard-setting body for 
establishing governmental accounting and financial 
reporting principles. The more significant of the State's 
accounting policies are as follows: 

 

A.  REPORTING ENTITY 

For financial reporting purposes, the State of North 
Dakota has included all funds, organizations, agencies, 
boards and commissions that make up its legal entity. 
The State has also included all potential component 
units for which it is financially accountable, and other 
organizations for which the nature and significance of 
their relationship with the State are such that exclusion 
would cause the State's financial statements  to be 
misleading or incomplete. The Governmental Accounting 
Standards Board has set forth criteria to be considered 
in detennining financial accountability. These criteria 
include appointing a voting majority of an organization's 
governing body and (1) the ability of the State to impose 
its will on that organization or (2) the potential for the 
organization to provide specific financial benefits to, or 
impose specific financial burdens on the State. 

 
As required by accounting principles generally accepted 
in the United States of America, these financial 
statements present the State of North Dakota (the 
primary government) and its component units. The 
component units are included in the State's reporting 
entity because of the significance of their operational or 
financial relationships with the State. 

 
BLENDED COMPONENT UNITS 

These component units are entities that are legally 
separate from the State,but are so intertwined with the 
State that they are, in substance,the same as the State. 
They are reported as part of the State and blended into 
the appropriate fund types. 

 
Building Authority (Debt Service Fund and Capital 
Projects Fund) - The Building Authority was created by 
the Legislature as a separate instrumentality of the 
State. Its purpose is to promote the general welfare of 
the citizens of the State by providing financing for use by 
the State in altering, repairing, maintaining or 
constructing buildings and making any improvements 
connected to State buildings. The Industrial 
Commission, which consists of the governor, the 
attorney general, and the commissioner of agriculture, is 

 
 

the governing board of the Building Authority. The funds 
and account groups of the Building Authority were 
audited by other independent auditors for the fiscal year 
ended June 30, 2014, and their report has been 
previously issued under a separate cover. 

 
DISCRETELY PRESENTED COMPONENT UNITS 

These component units are entities that are legally 
separate from the State, but are financially accountable 
to the State. The component units' columns of 
government-wide financial statements include the 
financial data of these entities. 

 
MAJOR COMPONENT UNITS 

Comprehensive Health Association (Proprietary 
Fund Type) - The Association was established by the 
Legislature with participating membership consisting of 
those insurance companies, licensed or authorized to do 
business in the State. It provides low cost access to 
health insurance coverage for residents of the State who 
are denied adequate health insurance and are 
considered uninsurable. The Association is governed by 
a board of eight members of which five are 
representatives of the State and is regulated by the 
State Insurance Department. The Association was 
audited by other independent auditors for the calendar 
year ended December 31, 2013, and their report has 
been previously issued under a separate cover. 

 
Public Finance Authority (Proprietary Fund Type) - 
The Finance Authority was created by the Legislature as 
a separate agency of the State. The purpose of the 
Finance Authority is to make funds available for 
borrowing by North Dakota political subdivisions through 
the issuance of its bonds and the purchase of municipal 
securities of the political subdivisions. The Finance 
Authority has been granted all powers required in order 
to accomplish this purpose and is under the control and 
management of the Industrial Commission. The Fund 
was audited by other independent auditors for the 
calendar year ended December 31, 2013, and their 
report has been previously issued under a separate 
cover. 

 
North Dakota Development Fund, Inc. (Proprietary 
Fund Type) - The Development Fund was established 
as a statewide. nonprofit development corporation With 
the authority to take equity positions in; to provide loans 
to; or to use other innovative financing mechanisms to 
provide capital for new or expanding businesses in North 
Dakota or relocating businesses to North Dakota. A 
board of directors consisting of eight members, all of 
whom are appointed by the governor, manages the 
corporation. The deputy director of the Department of 
Commerce (a State agency) is the corporation's chief 
executive officer. The director of the Department of 
Commerce (governor-appointed cabinet position) is 
responsible for developing rules, subject to the approval 
of the board of directors, necessary to implement the 
administration of the corporation. The Fund was audited 
by other independent auditors for the fiscal year ended 
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June 30, 2014, and their report has been previously 
issued under a separate cover. 

 
State Historical Society of North Dakota Foundation 
- The mission of the State Historical Society of North 
Dakota Foundation is to provide fundraising and 
membership development activities to support the State 
Historical Society of North Dakota and its people. The 
Fund of the State Historical Society of North Dakota 
Foundation were audited by other independent auditors 
for the fiscal year ended June 30, 2014, and their report 
has been previously issued under a separate cover. 

 
Major and Non-major University System 
Foundations (Proprietary Fund Type) - The 
foundations are legally separate, tax-exempt 
organizations providing support and recognition!o the 
respective colleges and universities through a vanety of 
programs and actiVities. The foundations are nonnally 
managed by a board of directors made up primarily of 
alumni, friends or leading members of the communities. 
The component unit financial statements are presented 
under Financial Accounting Standards Board (FASB) 
standards. As such,certain disclosures are not reflected 
for the Major University System Foundation in the major 
component unlt disclosures and no disclosures are 
included for the Non-major University System 
Foundation. A complete set of financial statements can 
be obtained at the North Dakota University System office 
at 600 E. Boulevard Avenue, Dept. 215, Bismarck, ND 
58505--0230. 

 
Complete financial statements for each of the other 
individual component units may be obtained at the 
entity's administrative offices as follows: 

 
Building Authority 
600 E. Boulevard Ave ., 14th Floor 
Bismarck, ND 58505--0310 

 
Comprehensive Health Association 
4510 13th Avenue SW 
Fargo, ND 58108 

 
Public Finance Authority 
1200 Memorial Highway 
Bismarck, ND 58506 

 
North Dakota Development Fund, Inc. 
1833 E. Bismarck Expressway 
Bismarck, ND 58504 

 
State Historical Society of North Dakota Foundation 
P.O. Box 1976 
Bismarck, ND 58502 

8. GOVERNMENT-WIDE AND FUND 
FINANCIAL  STATEMENTS 

GOVERNMENT-WIDE FINANCIAL STATEMENTS 

The Statement  of Net Position and Statement of 
Activities report information on all non-fiduciary activities 
of the primary government and its component units. 
Primary government activities are distinguished between 
governmental and business-type activities. 

 
Governmental activities generally are financed through 
taxes, intergovernmental revenues, and other non- 
exchange revenues. Business-type activities are 
financed in whole or in part by fees charged to external 
parties for goods or services. 

 
The Statement of Net Position presents the reporting 
entity's non-fiduciary assets and liabilities, with the 
difference reported as net position. Net position is 
reported in three categories: 

 
Net investment in capital assets consists of capital 
assets, net of accumulated depreciation and reduced by 
outstanding balances for bonds, notes, and other debt 
that are attributed to the acquisition, construction, or 
improvement of those assets. 

 
Restricted net position result when constraints placed 
on net position use are either externally imposed by 
creditors, grantors, contributors, and the like, or imposed 
by law through constitutional provisions or enabling 
legislation. Net position restricted by enabling legislation 
are subject to change by a majority vote of the 
Legislative Assembly. 

 
Unrestricted net position consist of net position that do 
not meet the definition of the two preceding categories. 
Unrestricted net position often are designated, to 
indicate that management does not consider them to be 
available for  general operations. Unrestricted net 
position often have constraints on resources which are 
imposed by management, but can be removed or 
modified. 

 
The Statement of Activities demonstrates the degree to 
which the direct expenses of a given function or segment 
are offset by program revenues. Direct expenses are 
those that are clearly identifiable within a specific 
function. Program revenues include 1) charges to 
customers or applicants who purchase, use, or directly 
benefit from goods, services, or privileges provided by a 
given function and 2) grants and contributions that are 
restricted to meeting the operational or capital 
requirements of a particular function. Taxes and 
other items not meeting the definition of program 
revenues are 
instead reported as general revenue. 

 
FUND FINANCIAL STATEMENTS 

Separate financial statements are provided for 
governmental funds, proprietary funds, and fiduciary 
funds, even  though  the  latter are  excluded  from  the 
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government-wide statements. Major individual 
governmental funds and major individual proprietary 
funds are reported as separate columns in the fund 
financial statements, with non-major funds being 
combined into a single column. 

 

C. MEASUREMENT FOCUS, BASIS OF 
ACCOUNTING, AND FINANCIAL 
STATEMENT  PRESENTATION 

MEASUREMENT FOCUS AND BASIS OF 
ACCOUNTING 

The government-wide statements are reported using the 
economic resources management focus and the accrual 
basis of accounting, as are the proprietary and fiduciary 
fund (agency funds are excluded as they have no 
measurement focus) financial statements. Revenues are 
recorded when earned and expenses are recorded when 
a liability is incurred, regardless of the timing of cash 
flows. 

The State follows the pronouncements of the 
Governmental Accounting Standards Board (GASB), 
which is the nationally accepted standard-setting body 
for establishing accounting principles generally accepted 
in the United States of America for governmental 
entities. 

 
Governmental fund statements are reported using the 
current financial resources measurement focus and the 
modified accrual basis of accounting. Revenues are 
recognized as they become susceptible to accrual; 
generally when they are both measurable and available. 
Revenues are considered to be available when they are 
collected within the current period or soon enough 
thereafter to pay liabilities of the current period. 

 
The State considers tax revenues to be availableif they 
are collected within 60 days of the end of the current 
fiscal year end. Other revenues are considered to be 
available if received within one year after the fiscal year 
end. Major revenues that are determined to be 
susceptible to accrual include interest, federal grants-in- 
aid, and taxpayer-assessed taxes such as income, 
sales, corporate , excise, motor fuel taxes and 
unemployment compensation contributions. Revenues 
earned under the terms of reimbursement agreements 
with other governments or private sources are recorded 
at the time the related expenditures are made if other 
eligibility requirements have been met. Sales and use 
taxes are accrued based upon filings received and an 
estimate of filings due by June 30. Net income taxes 
from individuals and corporations are accrued based on 
current income earned by the taxpayer before June 30. 
Quarterly filings , withholding statements, and other 
historical data are used to estimate income.The revenue 
is accrued net of an allowance for uncollectible taxes. 
Deferred revenue is recorded for receivables that are 
measurable but not available at year-end. 

Expenditures generally are recorded when a liability is 
incurred, as under accrual accounting. However, 
expenditures related to debt service, compensated 
absences, and claims and judgments, are recorded only 
when payment isdue and payable. 

 
FINANCIAL STATEMENT PRESENTATION 

The State reports the following major governmental 
funds: 

 
The General Fund is the principal operating fund of the 
State. 

 
The Federal Fund accounts for all the financial 
resources from the federal government. 

 
The State Special Revenue Fund accounts for activities 
from state sources, which are restricted legally or 
administratively for the particular costs of an agency or 
program. 

 
The State reports the following major enterprise funds: 

 
The Bank of North Dakota Fund finances economic 
development throughout the state, participates in loans 
with North Dakota financial institutions, and holds 
interest-bearing deposit accounts for state and political 
subdivisions of North Dakota. 

 
The Housing Finance Agency Fund is authorized  to 
issue bonds to make loans to mortgage lenders for 
qualified residential mortgage loans and to make 
mortgage and construction loans for multi-family housing 
within the State of North Dakota. 

 
The University System Fund accounts for all financial 
transactions of the colleges and universities that 
compose the University System of North Dakota. 

 
The Workforce Safety & Insurance Fund is financed 
entirely by premiums assessed to the employers of 
North Dakota and provides no-fault medical and 
disability insurance to all North Dakota employees. 

Additionally,the State reports the following fund types: 

GOVERNMENTAL FUND TYPES 

General Fund accounts for all governmental financial 
resources, except for those required to be accounted for 
in other funds. 

 
Special  Revenue  Funds are used to account for  
and report the proceeds of specific revenue sources that 
are restricted or committed to expenditure for  
specified purposes other than debt service or capital 
projects. 

 
Debt Service Funds are used to account for and report 
financial resources that are restricted, committed, or 
assigned to expenditure for principal and interest. 



6 

STATE OF NORTH DAKOTA 
 

 
 

Capital Projects Funds are used to account for and 
report financial resources that are restricted, committed, 
or assigned to expenditure for capital outlays including 
the acquisition or construction of capital facilities and 
other capital assets. Capital project funds exclude those 
types of capital related outflows financed by proprietary 
funds or for assets that will be held in trust for 
individuals,private organizations,or other governments . 

 
Permanent Funds report resources that are legally 
restricted to the extent that only earnings, and not 
principal, may be used for purposes that benefit the 
government or its citizenry, such as the common schools 
within the state. 

 
PROPRIETARY FUNDTYPES 

Enterprise Funds account for those business-like State 
activities that provide  goods/services to the public, 
financed primarily through user charges. They are also 
used to account for operations where the governing 
body has decided that periodic  determination of 
revenues earned, expenses incurred, and/or net income 
is appropriate for capital maintenance, public policy, 
management control, accountability and other purposes. 
The State's loan programs, Mill and Elevator, and Fair 
are reported in this type. 

 
I nternal  Service  Funds account  for  the financing  
of goods and/or services provided by one department  
or agency to another department or agency of a 
govern- ment,or to other governments, on a cost-
reimbursement basis. These goods and services  
include  motor  pool services; printing, reproduction  
and mailing services; information technology; and risk  
management services. In the government-wide  
statements, internal service funds are included with 
governmental activities. 

 
FIDUCIARY FUND TYPES 

Pension and Other Employee Benefits Trust Funds 
account for resources that are required to be held in trust 
for the members and beneficiaries of the State's defined 
benefit pension plans, defined contribution plan,deferred 
compensation plan, flexcomp plan, and other post- 
employment benefit plans. 

 
Investment Trust Funds account for the transactions, 
assets, liabilities, and fund equity of the external pool 
participants (City of Bismarck, ND Association of 
Counties, and City of Fargo Fargodome RIO 
Investments). The State Investment Board (SIB) 
provides administrative services for the external pool 
participants. SIB issues a publicly available financial 
report that may be obtained by writing to the Retirement 
and Investment Office, 1930 Burnt Boat Drive, Bismarck, 
North Dakota 58503. Investment Trust Funds are 
accounted for in essentially the same manner as 
Proprietary Funds. 

 
Private Purpose Trust Funds account for resources of all 
other trust arrangements in which principal and income 
benefit  individuals,  private  organizations,  or  other 

governments. Examples include student donations, the 
State's college savings plan, and a remediation trust. 

 
Agency Funds account for assets held by the State as 
an agent for other governmental units, or other 
organizations, and do not involve measurement of 
results of operations. 

 
D. GENERAL BUDGETARY POLICIES AND 

PROCEDURES 

The State operates through a biennial appropriation that 
represents departmental appropriations recommended 
by the governor and presented to the Legislative 
Assembly at the beginning of each legislative session. 
The Legislative Assembly enacts the budgets of the 
various state departments through passage of specific 
appropriation bills. The governor  has line item veto 
powers over all appropriations subject to legislative 
override. 

 
Once passed and signed, the appropriation bill becomes 
the departments' financial plan for the next two years. 
Changes to the appropriation are limited to Emergency 
Commission authorization, initiative, allotment, or 
referendum action. The Emergency Commission can 
authorize receipt of federal or other moneys not 
appropriated by the Assembly if the Assembly did not 
indicate intent to reject the money. The Emergency 
Commission may authorize pass-through federal funds 
from one state agency to another. The Emergency 
Commission may authorize the transfer of expenditure 
authority between appropriated line items . The 
Legislature has also passed appropriation  laws that 
authorize directors of certain state agencies to transfer 
appropriation authority among the various divisions of 
their specific agency, subject to the Budget Section of 
the North Dakota Legislative Council's approval. 
Unexpended appropriations lapse at the end of each 
biennium, except certain capital expenditures covered 
under the North Dakota Century Code (NDCC) 
section 54-44.1-11 and the University System's 
unexpended general fund appropriation authority. 

 
The State's biennial budget is prepared primari y on a 
cash basis. The State does not use encumbrance 
accounting.The legal level of budgetary control is at the 
agency, appropriation, funding source and expenditure 
line item level,with administrative controls established at 
lower levels of detailin certain instances. The State does 
not formally budget revenues, and it does not budget by 
fund. The State appropriation is defined through the use 
of specific expenditure line items. Capital appropriations 
are generally made at the agency and project level. 

 
North Dakota's Appropriation Act does not present 
budgets by GAAP fund. Instead, it authorizes General 
Fund appropriation authority by agency and Other 
Budgeted Income appropriation authority by agency. 
Other budgeted income includes all budgeted resources, 
other than the General Fund, and includes some 
governmental , proprietary, and fiduciary fund activities. 
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During the 2013-2015 biennium, there were general, 
federal and other funds supplemental appropriations 
totaling  $56,857,554. 

 

E. CASH AND CASH EQUIVALENTS 

Cash and cash equivalents for reporting purposes 
includes cash and short-term, highly liquid investments 
that are readily convertible to known amounts of cash 
and so near their maturity that they present insignificant 
risk of changes in value because of changes in interest 
rates. This includes investments with original maturity of 
three months or less. Also cash, as reported, may be 
under the control of the State Treasurer or by other 
administrative bodies as determined by law. Cash and 
cash equivalents are presented on the fund balance 
sheets as "Cash Deposits at the Bank of North Dakota" 
and "Cash and Cash Equivalents" to present the unique 
nature of the relationship between the. Bank of North 
Dakota, an enterprise fund, and other state agencies. 

 
Cash Deposits at the Bank of North Dakota. State 
agency cash balances,as required by law,are pooled by 
the State Treasurer and deposited in the Bank of North 
Dakota, an enterprise fund. These cash balances, in 
addition to other agency cash deposited at the Bank of 
North Dakota, are included on the fund balance sheets 
as "Cash Deposits at the Bank of North Dakota". For 
purposes of the Government-wide Statement of Net 
Position, these amounts have been reclassified to 
internal balances. 

 
Cash and Cash Equivalents. All cash and cash 
equivalents, (other than cash deposits at the Bank of 
North Dakota), as permitted by the North Dakota 
Century Code, are included on the Government-wide 
Statement of Net Position as "Cash and Cash 
Equivalents". 

 
The State had no cash overdrafts from pooled cash and 
investments at June 30, 2014. 

 
All interest revenue is allocated to the General Fund 
unless state law (as outlined in the North Dakota 
Century Code) requires allocations of interest to other 
funds. 

 

F. INVESTMENTS 

All funds of the State record their investments in 
accordance with Government Accounting Standards 
Board (GASB) Statement No. 31, •Accounting and 
Financial Reporting for Certain Investments." 
Investments are reported at fair value. Quoted market 
prices, when available, have been used to value 
investments. The fair value for securities that have no 
quoted market price represent estimated fair value. 
Many factors are considered in arriving at that value. 
International securities are valued based upon quoted 
foreign market prices and translated into U.S. dollars at 
the exchange  rate in effect at June  30.  In general, 

corporate debt securities have been valued at quoted 
market prices or, if not available, values are based on 
yields currently available on comparable securities of 
issuers with similar credit ratings. Mortgages have been 
valued on the basis of their future principal and interest 
payments discounted at prevailing interest rates for 
similar  instruments . The   fair   value   of   real   estate 
investment securities, including timberland,is based on 
appraisals plus fiscal year-to--date capital transactions. 
Publicly traded alternative investments are valued based 
on quoted market prices. When not readily available, 
alternative investment securities are valued using 
current estimates of fair value from the investment 
manager. Such valuations consider variables such as 
financial performance of the issuer, comparison of 
comparable companies' earnings multiples, cash flow 
analysis, recent sales prices of investments, withdrawal 
restrictions, and other pertinent information. Because of 
the inherent uncertainty of the valuation for these other 
alternative investments, the estimated fair value may 
differ from the values that would have been used had a 
ready market existed. The net change in fair value of 
investments consists of the realized gains or losses and 
the unrealized increase or decrease in fair value of 
investments during the year. Realized gains and losses 
on sales of investments are computed based on the 
difference between the sales price and the original cost 
of the investment sold. 

 
Unrealized increases or decreases are computed based 
on changes in the fair value of investments between 
years. Security transactions are currently accounted for 
on a trade date basis. Interest income is recorded when 
earned. Dividend income is recorded on the ex-dividend 
date.All investments are maintained separately by fund. 

 
Purchases of other state funds' debt issues by the Bank 
of North Dakota have been recorded as normalbusiness 
transactions if they are the result of arms-length 
transactions. 

 
Investments are presented on the fund balance sheets 
as "Investments at the Bank of North Dakota" and 
"Investments" to present the unique nature of the 
relationship between the Bank of North Dakota, an 
enterprise fund,and other state agencies. 

 
Investments at the Bank of North Dakota. State 
agency investments, primarily certificates of deposits of 
the Bank of North Dakota, are included on the fund 
balance sheets as "Investments at the Bank of North 
Dakota.• For purposes of the Government-wide 
Statement of Net Position, these amounts have been 
reclassified to internal balances. 

 
Investments. State agency investments invested at 
financial institutions other than the Bank of North Dakota 
are included on the Government-wide Statement of Net 
Position as "Investments ." 

 
Differences on the Fund Balance Sheets between the 
assets,  "Cash   at  the  Bank  of  North  Dakota"  and 
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"Investments at the Bank of North Dakota,• and the 
liability, "Deposits Held for Other Funds." is attributable 
to timing differences resulting from the Bank of North 
Dakota having a different fiscal year end than many of 
the other state agencies. 

 

G. SECURITIES  LENDING 

GASB Statement No. 28 "Accounting and Financial 
Reporting for Securities Lending Transactions." 
establishes accounting and financial reporting standards 
for securities lending transactions. The standard requires 
governmental entities to report securities lent as assets 
in their balance sheets. Cash received as collateral and 
investments made with that cash must also be reported 
as both an asset and a liability. The statement also 
requires the costs of the securities lending transactions 
to be  reported as expenses separately from income 
received. In addition, the statement requires disclosures 
about the transactions and collateral related to them. 

 
The Agent lends securities of the type on loan at June 
30, 2014, for collateral in the form of cash or  other 
securities at 102% of the loaned securities fair value plus 
accrued interest for domestic securities and 105% of the 
loaned securities fair value plus accrued interest for 
international securities. The collateral for the loans is 
maintained at 100% per the contractual requirements. 
As of June 30, 2014, the State has no credit risk 
exposure to borrowers because the amounts the State 
owes the borrowers exceed the amounts the borrowers 
owe the State. 

 
The Average Duration of the collateral investments as of 
June 30, 2014, was one day. The Average Weighted 
Maturity of collateral investments  as of June 30, 2014, 
was 145 days. The interest rate sensitivity (duration) of 
the securities on loan had an interest sensitivity of 37 
days. 

 
There were no violations of legal or contractual 
provisions, no borrower of lending agent default losses 
known to the securities lending agent. There are no 
dividends or coupon payments owing on the securities 
lent.  Securities  lending  earnings  are  credited   to 
part cipating clients on approximately the fifteenth day of 
the following month. 

 
Indemnification deals with the situation in which a client's 

securities are not returned due to the insolvency of a 
borrower and the Agent has failed to live up to its 
contractual responsibilities relating to the lending of 
those securities. The Agent's responsibilities include 
performing appropriate borrower and collateral 
investment credit analyses, demanding adequate types 
and levels of collateral, and complying with applicable 
Department of Labor and Federal Financial Institutions 
Examination Council regulations concerning 
securities lending. 

 
The State cannot pledge or sell collateral securities 
received unless the borrower defaults. 

H. INTERFUND ACTIVITY AND BALANCES 

INTERFUND ACTIVITY 

As a general rule, the effect of interfund activity has 
been eliminated from the government-wide statements. 
Exceptions to this rule are: 1) activities between funds 
reported as governmental activities and funds reported 
as business-type activities and 2) activities between 
funds that are reported in different functional categories 
in either the governmental or business-type activities 
column. Elimination of these activities would distort the 
direct costs and program revenues for the functions 
concerned. 

 
In the fund financial statements, transfers represent 
flows o( assets (such as goods or cash) without 
equivalent flows of assets in return or a requirement for 
repayment. Residual transfer amounts exist in  the 
Government-wide Statement of Activities due to different 
fiscal year ends of various agencies included in 
business-type activities. 

 
INTERFUND BALANCES 

lntertund receivables and payables have  been 
eliminated from the Statement of Net Position, except for 
the residual amounts due between governmental and 
business-type  activities. 

 

I.   INVENTORIES AND PREPAID ITEMS 

Inventories of Governmental Funds are valued at cost 
and are recognized principally using the average cost 
method. Generally, the cost of Governmental Funds' 
inventories is recorded as an expenditure when 
consumed rather than when purchased. 

 
Inventories of Proprietary Funds consist primarily of 
graininventories from the North Dakota Mill and Elevator 
Association. Grain inventories are valued at the June 30 
Minneapolis grain market values less freight costs to 
Minneapolis. Grain committed to production is valued at 
cost, and grain committed to sale is valued at net 
commitment price. Flour, feed and resale inventories are 
valued  at  ingredient  cost  plus  manufacturing  costs 
incurred in their production. Proprietary Funds expense 
the cost of consumable supplies when used. 

 
Generally, inventories of University System Funds are 
valued at the lower of cost or fair market value. Cost is 
generally determined on the first in/first out, or moving 
weighted average method. Inventories consist of food, 
books, and other merchandise held for resale in 
auxiliaries and unrestricted physical plant supplies. 

 
Prepaid items reflect payments for costs applicable to 
future accounting periods. 

 
Other government fund inventories and prepaid items 
are reflected as a reservation of fund balance on the 
balance sheet. 
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J. BOND PREMIUMS I DISCOUNTS 

Bond premiums and discounts for proprietary fund types 
are deferred and amortized over the term of the bonds 
using the bonds outstanding method, which 
approximates the effective interest method. The 
unamortized discount is shown on the balance sheet as 
a reduction of the bonds payable,and the amortization is 
included in the statement of revenues, expenses and 
changesIn fund balance as interest expense. 

 

K. CAPITAL ASSETS 

Capital assets,which  include land, buildings,equipment, 
intangibles (software, easements and other), 
construction in progress and infrastructure assets, are 
valued at historical cost or at estimated historical cost if 
actual historical cost is not available. Donated capital 
assets are valued at their estimated fair mar1<et value on 
the date of donation. Where necessary, estimates of 
original cost are derived by factoring price levels from 
the  current period to  the time of acquisition. Library 
books are not capitalized as capital assets except for the 
University System. 

 
All other capital assets with an original cost of $5,000 or 
more per unit and an estimated useful life in excess of 
one year are capitalized and reported in the applicable 
government or business-type activities columns in the 
government-wide  financial  statements.  Exceptions 
include: infrastructure reported by the Department of 
Transportation, the threshold is $100,000; intangible 
assets such as easements, water rights, patents and 
trademar1<s,  the  threshold  is  $25,000;  and  software 

capital grounds. Assets that do not meet all three 
criteria, or that were capitalized as of June 30, 1999, are 
capitalized and included in the government-wide 
financial statements. 

 
Infrastructure consists of major statewide public systems 
anditems attached thereto such as freeways, freeway 
lighting systems, freeway drainage systems, freeway 
signs, bridges, bridge lighting systems, and sewer 
systems, including those infrastructure assets acquired 
prior to June 30, 1980. Infrastructure is reported in the 
applicable governmental or business-type activities 
columns in the government-wide financial statements. 
The Department of Transportation uses the first-in first- 
out method to remove the capitalized cost of a replaced 
road along with corresponding accumulated 
depreciation. 

 
Fixed assets in Governmental Funds are recorded as 
expenditures in the funds used to acquire or construct 
them in the governmental fund financial statements. 
Capital assets.along with accumulated depreciation and 
depreciation expense, which includes amortization of 
intangible assets, are reported in the applicable 
governmental or businesstype activities columns in the 
government-wide financial statements. 

 
Land and construction in progress are. not depreciated. 
With the exception of infrastructure reported by the 
Department of Transportation (which uses the composite 
method), other capital assets are depreciated using the 
straight-line method over the following estimated useful 
lives: 

internally developed, the threshold is $50,000. Capital 
asset costs include the purchase price or construction 
cost, plus the costs necessary to place the asset in its 
intended location and condition for use. In governmental 
activities, interest costs on self-constructed assets are 
not capitalized. tn business-type activities, interest costs 
(if material) on self-constructed assets are also included 
in the cost. The amount of interest to be capitalized is 

Assets 
Buildings 
Infrastructure 
Furniture, Automobiles, 

and Equipment 
Intangibles 

Years 
10-50 
10-50 

 
3-20 
399 

calculated by offsetting interest expense incurred from 
the date of the borrowing until completion of the project 
with interest earned on invested proceeds over the same 
period. Capitalized interest is amortized on the straight- 
line basis over the estimated useful life of the asset. 
Normal tnaintenance and repair costs that do not 
materially add to the value or extend the life of the asset 
are not capitalized. 

 
Collections of works of art and historical treasures are 
not capitalized if the following three criteria are met: (1) 
Held for public exhibition, education, or research in 
furtherance of public service, rather than financial gain; 
(2) Protected, kept unencumbered , cared for, and 
preserved; (3) Subject to organizational policy that 
requires the proceeds from sales of collection items to 
be used to acquire other items for collections. The 
State's non-capitalized collections include the historical 
artifacts at the various state museums and historical 
sites, and monuments  and other art throughout the 

L. LEASE  COMMITMENTS 

The State leases land, office facilities, office and 
computer equipment, and other assets. Leases are 
classified according to FASB 13. Many of these leases 
have fiscal funding clauses; however, these  clauses 
have no effect on classifying these leases for accounting 
purposes. Leases which represent acquisitions are 
classified as capital leases, and the related assets and 
liabilities are recorded in the financial statements at the 
inception of the lease. Other leases are  classified as 
operating leases with the lease payments recorded as 
expenditures or expenses during the life of the lease. 

 

M. FEDERAL FUNDS PURCHASED 

Federal Funds Purchased represent federal funds 
borrowed by the Bank of North Dakota from member 
banks generally on an overnight basis at the federal 
funds rate. 
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N.  CLAIMS/JUDGMENTS PAYABLE 

Claims/Judgments Payable is primarily Workers 
Compensation Claims Incurred But Not Yet Reported 
(IBNR) by the claimants as well as claims related to 
various litigation matters. 

 

0.  COMPENSATED ABSENCES 

ANNUAL LEAVE 

State employees accrue vested annual leave at a 
variable rate based on years  of service. Teachers 
employed by the State do not receive annual leave. In 
general, accrued annual leave cannot exceed 30 days at 
each year end, as set by the agency. The amount of 
annual leave earned ranges between one and two days 
per month, and is fixed by the employing unit per section 
54-06-14 of the NDCC. 

 
The governmental fund financial statements recognize 
annual leave when the liability is incurred and payable 
from available expendable resources. This nonnally 
occurs only if an employee has unused reimbursable 
leave still outstanding at the time of their retirement or 
resignation. The government-wide financial statements 
present the cost of accumulated annual leave as a 
liability. Proprietary and Fiduciary Funds recognize the 
expense and accrued liability when the annual leave is 
earned. 

 
SICK LEAVE 

The North Dakota Century Code, section 54-06-14, 
states employees accrue sick leave at the rate of one to 
a maximum of one and one-half working days per month 
of employment without limitation on the amount that can 
be accumulated. Employees vest at ten years of 
creditable service, at which time the State is liable for ten 
percent of the employee's accumulated l!nused sick 
leave. The governmental fund financial statements 
recognize sick leave as it is incurred. The government- 
wide financial statements present the estimated cost of 
sick leave as a liability after an employee has been 
employed by the State for five consecutive years. 

 

P. DEPOSITS 

The following two liability line items are presented in the 
Government-wide Statement of Net Position and/or fund 
financial statements: 

 
Deposits Held For Other Funds. "Deposits Held for 
Other Funds" are those deposits held by the Bank of 
North Dakota for other funds included in the reporting 
entity and shown on the fund financial statements. For 
purposes of the Government-wide Statement of Net 
Position, these amounts have been reclassified to 
internal balances. 

 
Other Deposits. "Other Deposits" are those deposits 
held by the Bank of North Dakota for non-reporting entity 

third parties.It also includes deposits held for students of 
the University System. 

 
Differences on the fund balance sheets between the 
liability "Deposits Held for Other Funds" and the assets 
"Cash Deposits and Investments at the Bank of North 
Dakota• are attributable to timing differences resulting 
from the Bank of North Dakota having a different 
accounting year end than many other state agencies. 

 

Q. REVENUES AND 
EXPENDITURES/EXPENSES 

In the Government-wide Statement of Activities, 
revenues and expenses are segregated by activity 
(governmental or business"type), then further by function 
for governmental activities (e.g., general government, 
education, health and human services, etc.). 
Additionally, revenues are classified between program 
and general revenues. Program revenues include 1) 
charges to customers or applicants for goods or 
services, 2) operating grants and contributions, and 3) 
capital grants and contributions. Internally 'dedicated 
resources are reported as general revenues, rather than 
as program revenue. General revenues include all taxes . 
Certain indirect costs are included in the program 
expenses reported for individual functions. 

 
In the government-wide financial statements, revenues 
are reported by source and are further classified as 
either "general purpose" or "restricted". General purpose 
revenues are available to fund any activity accounted for 
in the fund. Restricted revenues are,either by State law 
or by outside restriction (e.g., federal grants), available 
only for specified purposes. When both general purpose 
and restricted funds are available for use, it is the State's 
policy to use restricted resources first. In the 
governmental fund financial statements, expenditures 
are reported by character: current," "Intergovernmental- 
revenue Sharing," "Capital Outlay," or "Debt Service." 
Current expenditures are sub-classified by function and 
are for items such as salaries, grants, supplies, and 
services. 

 
Capital outlay includes expenditures for real property or 
infrastructure (e.g., highways). lntergovemmental- 
revenue sharing accounts for the distribution of certain 
tax revenues that are shared with local units based upon 
constitutional  and statutory  requirements. Debt service 
includes both interest and principal outlays related to 
bonds and payments on capitalized leases. 

 
Revenues and expenses of proprietary funds are 
classified as operating or nonoperating and are sub 
classified by object (e.g., salaries, depreciation, and 
purchases for resale). Operating revenues consist of 
sales of goods and services, quasi-external operating 
transactions with other funds, grant revenues for specific 
activities that are considered to be operating activities of 
the grantor, receipts from other agencies for 
reimbursement of operating transactions, and other 
miscellaneous   revenue  that  should  be  classified  as 
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operating. Grants that would qualify as an operating 
activity are those that do not subsidize an existing 
program, rather they finance a program the agency 
would otherwise not undertake. For certain loan and 
investment programs, revenue that would normally be 
classified as non-operating should be classified as 
operating. Examples of this would include interest and 
investment income. All other revenues that do not meet 
the above criteria should be classified as non-operating. 

 

R.  NET POSITION/FUND BALANCE 

The difference between fund assets and liabilities is "Net 
Position" on the govemment-wlde , proprietary, and 
fiduciary fund statements, and "Fund Balance" on 
governmental fund statements. 

 
CLASSIFICATIONS 

Fund balance classifications for governmental funds are 
reported in two general classifications, nonspendable 
and spendable. Nonspendable represents the portion of 
fund balance that is not in spendable form such as 
inventories and prepaids. Spendable fund balance is 
further categorized as restricted, committed, assigned, 
and unassigned. 

 
The restricted fund balance category includes 
amounts that can be spent only for the specific   
purposes stipulated by the State constitution and 
external parties, such as the federal government , or  
through enabling legislation. 

 
The committed fund balance classification includes 
amounts that can be used only for the specific purposes 
determined by a formal action of the government's 
highest level of decision-making authority, the state's 
legislature, through legislation, that is not considered as 
enabling legislation,passed into law. 

 
Assigned fund balance classifications are used when the 
amounts are to be used for specific purposes but do not 
meet the criteria to be classified as restricted or 
committed. The assignment of fund balance is generally 
initiated by the executive branch and later appropriated 
by the Legislature . for a specific purpose. In 
govrnmental funds other than the general fund, 
assigned fund balance also represents the remaining 
amount that is not restricted or committed. 

Unassigned fund balance is the residual classification for 
the government's general fund and includes all 
spendable amounts not contained in the other 
classifications. In other funds, the unassigned 
classification would only be used to  report a deficit 
balance resulting from overspending for specific 
purposes for which amounts had been restricted. 
committed,or assigned. 

 
The State generally segregates restricted, committed, 
and assigned resources by individual funds within the 
governmental funds. When resources meeting more 
than one of these classifications are comingled within an 
individual fund, the assumed order of spending is 
restricted first, committed second, assigned third, and 
finally, unassigned. 

 
BUDGET STABILIZATION FUND 

North Dakota Century Code (NDCC) section 54-27.2-02 
requires any amount in the state general fund in excess 
of sixty-five million dollars at the end of any biennium to 
be deposited in the Budget Stabilization Fund. Any 
interest or earnings of the fund must be deposited in the 
fund per NDCC section 54-27.2 01 . However, arw 
amounts provided by law for deposit in the fund and any 
interest or earning of the fund which would bring the 
balance in the fund to an amount greater than nine and 
half percent of the current biennial state general fund 
budget, as finally approved by the most recently 
adjourned special or regular session of the legislative 

·assembly,may not be deposited or retained in the fund 
but must be deposited instead in the state general fund. 

 
NDCC section 54-27.2-03 states that if general fund 
revenue projections for the biennium will be at least two 
and one-half percent less than estimated by the most 
recently adjourned special or regular session of the 
legislative assembly, and if the governor orders a 
transfer, which must be reported to the budget section of 
the legislative management, the state treasurer shall 
transfer the appropriate funds from the budget 
stabilization fund to the state general fund to offset the 
decrease in general fund revenues. The amount 
transferred upon order of the governor may not exceed 
the difference between an amount two and on-half 
percent below the general fund revenue projections for 
the biennium. The Budget Stabilization Fund, fund 
balance at June 30, 2014 was $586,199,881. Based on 
past experiences in utilization of the fund,the fund is not 
expected to be expended in the foreseeable future. 
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NOTE 2 - RESTATEMENTS 
 

The following changes to beginning net position as previously reported, is summarized in the following table (expressed 
in thousands): 

 

 
 

 
June 30, 2013. net position,as previously reported 
Prior period adjustment: 

GASB 65 adjustment 

Govemment- 
wide 

Gov't activities 
$ 11,714,384 

 
Business-type 

  activities   
$2,444,083 

Component 
Unites 

(GASB Based) 
$ 433,257 

 

Bank of North Dakota (9,121)  
Housing Finance (5,045) 
University System (3,631) 
Guaranteed Student Loan 
Public Finance 

 3,581  

{1,182)
Correction of errors (3,737) 3,986     

June 30, 2014, net position, as restated $ 11,710,647 $2,433,8 53   $ 432,075

 
A. CORRECTION OF ERRORS 

The beginning net position of the Government-wide 
Governmental Activities were restated $3,737,357 due to 
an overstatement of construction in progress I capital 
assets on the previous year financial statements. 

 
The beginning net position of the Government-wide 
Business Activities were restated $3,127,542 due to an 
understatement of capital assets on the previous year 
financial statements. 

 
The beginning net position of the Government-wide 
Business Activities were restated $858,929 due to an 
overstatement of cost of sales and services I 
education expenses on the previous year financial 
statements. 

 
B. GASS 65 ADJUSTMENT 

The State implemented GASB Statement No. 65, Items 
Previously Reported as Assets and Liabilities. 

 
The objectives of this Statement is to either (a) property 
classify certain items that were previously reported as 
assets and liabilities as deferred outflows of resources or 
deferred inflows of resources or {b) recognize certain 
items that were previously reported as assets and 
liabilities as expenses or revenues, such as debt 
issuance costs,fees and costs associated with mortgage 
banking activities, lending activities and loan purchases. 

 
GASB Statement No. 65 specifically changes the 
reporting of and recognition of the loans fees collected or 
paid by the State. Previously, loan fees collected related 
to certain commercial and agriculture loans were 
reported as deferred contra assets and recognized over 
the life of the loan.  Also previously, student loan fees 
that were paid to the U.S. Department of Education or 
North Dakota Guaranteed Student Loan Program were 
reported  as  deferred  assets  and  expensed  over  the 

estimated life of an average loan (10 years) using the 
straight line method. These fees will not be recognized 
as decrease to interest income when the loan is 
disbursed. Student loan fees received from borrowers 
were previously reported as deferred liabilities and 
recognized as revenue over the estimated life of an 
average loan (10 years) using the straight line method. 
Under the new requirements, these fees will be 
recognized as revenue when the loan is disbursed. 

 
NOTE 3 - DETAILED NOTES ON ACCOUNT 

BALANCES 
 

A. DEPOSITS 

CUSTODIAL CREDIT RISK 
 

The State minimizes custodial credit risk by restrictions 
set forth in state statute. Custodial credit risk is risk 
associated with the failure of a depository financial 
institution. In the event of a depository financial 
institution's failure the State would not be able to recover 
its deposits or collateralized securities that are in the 
possession of the outside parties. 

 
State law generally requires that all State funds be 
deposited in the Bank of North Dakota. NDCC 21-04-01 
provides that public funds belonging to or in the custody 
of the State shall be deposited in the Bank of North 
Dakota. Also, NDCC 6-09-07 states, "all state funds . . . 
must be deposited in the Bank of North Dakota" or must 
be deposited in accordance with constitutional and 
statutory provisions.The State does not have a formal 
policy that addresses custodial credit risk for deposits. 

 
At June 30, 2014, the bank balance of the primary 
governmenfs deposits was $626,757,818. Of the bank 
amount, $497,335,513 was uncollateralized and 
uninsured. 
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There were significant concentrations of uninsured and 
uncollateralized deposits in the Bank of North Dakota 
and University System at June 30, 2014. Their uninsured 
and uncollateralized deposits totaled $482.8 million and 
$5.9 million, and their bank deposits totaled $483.8 
million and $8.8 million,respectively. 

 
At June 30, 2014, the bank balance of the major 
component units' deposits was $46,894,190. Of the bank 
amount, $30,546,628 was uncollateralized and 
uninsured. 

 
The internal  receivable amount in the governmental 
activities  column in  the  Statement  of  Net  Position 
includes Cash and Investments at the Bank of North 
Dakota for governmental activities. The internal payable 
amount in the business-type activities column includes 
deposits  the  Bank  has  for  governmental  activities. 
Because the Bank has a different fiscal year end, these 
internal balances do not equal. 

 

8. INVESTMENTS 

The investment policies of the State of North Dakota are 
governed by NDCC 6-09-07, 15-10-12, and 21-04-02 , 
indicating that all public funds must be deposited in the 
Bank  of  North  Dakota  unless  there  are  other 
constitutional or statutory provisions. If there are no 
statutory provisions and the funds are invested outside 
the Bank of North Dakota, the state agency must have 
the permission of   the North Dakota Industrial 
Commission. 

 
Investments are generally managed by the State 
Investment Board,the North Dakota Department of Trust 
Lands, the Bank of North Dakota, and the North Dakota 
State Treasurers Office. Management  responsibilities 
and investment instruments as authorized by statute are 
as follows: 

 
1. State Investment Board (SIB) - NDCC 21-10 

designates the SIB with investment responsibilities 
for the Public Employees' Retirement System, 
Bonding Fund, Teachers' Fund for Retirement, Fire 
and Tornado Fund, Workforce Safety & Insurance 
Fund, and other specific funds. The Century Code 
states the SIB shall apply the prudent investor rule 
in investing funds under its supervision. The 
retirement funds belonging to the teachers' fund for 
retirement and the public employees' retirement 
system must be invested exclusively for the benefit 
of their members and in accordance with the 
respective funds' investment goals and objectives. 

 
The State Investment Board's investment policy 
allows investment managers to use derivative 
securities to hedge or replicate under1ying 
exposures but not for speculation. All derivatives 
are considered investment derivative investments. 
The SIB had four types of derivative securities at 
June 30, 2014: futures, options, swaps and 
currency forwards. 

2. North Dakota Department of Trust Lands - The 
Century Code states that the Department of Trust 
Lands shall apply the prudent investor rule in 
investing its funds. The investment policies of the 
Board allow the use of derivative securities to 
hedge or replicate under1ying exposures but not for 
speculation. All derivatives are considered 
investment derivative investments. 

 
3. The Bank of North Dakota - NDCC 6-09 authorizes 

the Bank of North Dakota. The Bank is owned and 
operated by the State of North Dakota under the 
supervision of the North Dakota Industrial 
Commission. The Bank may have investments in 
anything that any bank lawfully may do, except 
what is restricted by NDCC 6-09. 

 
4. The North Dakota State Treasurer's Office - The 

North Dakota Constitution and various sections of 
the Century Code authorize the State Treasurer to 
invest all State funds deposited with the State 
Treasury. However, the State Treasurer must 
invest the public funds with the Bank of North 
Dakota unless there is statutory authority to do 
otherwise. Generally, the State Treasurer pools 
deposits and invests in money market accounts 
and Bank of North Dakota certificates of deposit. 

 
5. University System - NDCC 15-55-05 and 15-55-06 

govern the investment of proceeds of revenue 
bonds and revenues pledged to bondholders. Such 
proceeds must be invested in the Bank of North 
Dakota, in a separate fund in the State Treasury or 
in a duly authorized depository for the state funds 
that is a member of the FDIC. NOUS may invest 
such funds in direct obligation of, or in obligations 
where the United States of America guarantees the 
principal and interest, or obligations of the State of 
North Dakota or any municipality as defined in 
NDCC Section 21-03-01. 

 
Agency investments, of the primary government, under 
management of the State Investment Board are included 
below with the Pension and Investment Trust funds. 

 

INTEREST RATE RISK 
 

Interest rate risk is the risk that changes inlhterest rates 
of debt securities will adversely affect the fair value of an 
investment. The price of a debt security typically moves 
in the opposite direction of the change in interest rates. 
The State does not have a fomial investment policy that 
limits investment maturities as a means of managing its 
exposure to potential fair valuelosses arising from future 
changes in interest rates. However, North Dakota 
Housing Finance's respective bond resolutions permit 
only investments that will not adversely affect the rating 
quality of the outstanding bonds. Also, the maturity date 
or the date on which such investment obligations may be 
redeemed shall coincide as nearly as practicable with 
the date or dates on which moneys in the funds or 
accounts for which the investments were made will be 
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required. The Bank of North Dakota's investment policy 
provides for a duration range of one to five years, which 
will serve to decrease interest rate risk. 

At June 30, 2014, the following table shows the debt 
securities of the primary government by investment type 
and maturity (expressed in thousands). 

 

 
Prima!l'. Government  includes Pension and Investment Trust Funds} 

 

 
Investment T:tQe 

 TotalMarket 
Value 

 Less Than
1 Year 

  
1 - 6 Years 

 
6 - 10 Years 

More Than 
10 Years 

Asset Backed Securities  $ 193,307  $ 284  $ 86,732 $ 20,166 $ 86,125
Commercial Mortgage-Backed  730,214 622,276 534 107,404
Commercial Paper  94,092 94,092  
Corporate Bonds  1,453,154 72,175 561,729 573,543 245,707
Corporate Convertible Bonds  23,368 2,237 11,021 3,176 6,934
Government Agencies  2,042,378 7,696 2,020,557 3,027 11,098
Government Bonds  1,142,433 110,533 465,545 344,972 221,383
Government Mortgage-Backed  616,911 6,919 12,327 597,665
Index-Linked Government Bonds  157,550 1,663 154,805 1,082
Municipal/Provincial Bonds  55,060 1,813 22,123 2,002 29,122
Non-Government-Backed  CMOs  44,854 3,587 3,312 37,955
Short Term Bills and Notes  88,692 88,692  
Short Term Investment Funds  88,518 88,518  
Pooled Investments  1,441,076  24,233  334,445 692,503 389,895

Total Debt Securities  $ 8,171,607  $ 491,936  $ 4,134,934 $ 1,810,367 $ 1,734,370

 
Major Comeonent Units 

        

 
Investment T:t:Qe 

 Total Market 
Value 

 Less Than 
1 Year 

  
1 - 6 Years 

 
6 - 10 Years

More Than
10 Years

Government Bonds  $ 111,704  $ 50,174  $ 61,530 $ $ 
Commercial Paper  26,838  26,838     

Total Debt Securities  $ 138,542  $ 77,012  $ 61,530 $ $ 

 
The fair values of inflation-indexed bonds are reflected in the columns above, based on their stated maturity dates. The 
principal balances of these bonds are adjusted every six months based on the inflation index for that period. 

 
Some investments are more sensitive to interest rate changes than others. Variable and floating rate collateralized 
mortgage obligations (CMO's), asset-backed securities (ABS),interest-only and principal-only securities are examples of 
investments whose fair values may be highly sensitive to interest rate changes. Interest-only (10) and principal-only (PO) 
strips are transactions which involve the separation of the interest and principal components of a security. They are 
highly sen$itive to prepayments by mortgagors, which may result from a decline in interest rates. The State has no policy 
regarding JO or PO strips. 

 

CREDIT RISK 

Credit riskis the risk that an issuer or other counterparty to an investment will not fulfill its obligations.The State does not 
have an investment policy that specifically addresses credit risk, however the Bank of North Dakota has established a 
minimum credit quality rating for its investment in debt securities. The State Investment Board maintains a highly 
diversified portfolio of debt securities encompassing a wide range of credit ratings. Each debt securities manager is given 
a specific set of guidelines to invest within. based on the mandate for which it was hired.The guidelines specify in which 
range of credit the manager may invest. These ranges include investment grade and high yield categories. The Bank of 
North Dakota's investment policy provides minimum credit quality ratings for its investments and asset allocation ranges 
for investments as a percentage of the total portfolio. 
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As of June 30, 2014, the following tables present the debt securities of the primary government and their respective 
ratings (expressed in thousands). 

 

 
Pr ma!l Government includes Pension andInvestment Trust Fundsl S&P Credit Rating• 

 

 
 
 

Asset Backed Securities 

 Total 
   Market Value  
$ 193,308

 
  AAA  AA  A   
$ 100,207 $ 34,138 $ 23,358 

  
  BBB   
$ 13,390

CommercialMortgage-Backed 83,775 45,984 13,950 5,659 8,276
Commercial Paper 94,092 66,398 27,694
Corporate Bonds 1,453,145 27,166 71,063 302,953 690,895
Corporate Convertible Bonds 23,368 1,634 3,017
Government Agencies 2,037,723 1,921,230 106,344 4,413 5,736
Government Bonds 238,358 7,552 22,220 48,906 81,487
Government Mortgage Backed 1,025,530 621,305 403,663
Index Linked Government Bonds 149,865 169 149,696
Municipal/Provincial  Bonds 34,732 6,662 13,909 9,310 4,434
Non-Government Backed CMOs 44,166 6,880 7,047 8,420 8,286
Short-Term Investment Funds 56,219 49,394 5,438 500
Pooled Investments  1,529,594 366,775 3681683 3611298  32,498  

Total Credit Risk Debt Securities  6,963,875 $ 3,103,761 $ 1,090,411 $  837,956  $ 1,025,909  
 
US Gov't & Agencies 

 
1,207,724

    

Total Debt Securities  $ 8,171,599     
 
Major Comeonent Units 

      

Commercial Paper  $ 26,838 $ - $ - $ 26,838  $  

Total Credit Risk Debt Securit es  26,838 $ - $ - $ 26,838  $   

US Gov't & Agencies  111,704     

Total Debt Securities  $ 138,542     
 

•Majority of debt securities rated by S&P, however some were determined by Moody's, Fitch or manager determined. 

••us government agency securities explicitly guaranteed by the US government are categorized here. Credit ratings of US 
government agency securities that are only implicitly guaranteed by the US government are categorized accordingly hthe main 
body of this table. 



7 

STATE OF NORTH DAKOTA 
 

 
 
 
 
 
 
 

  BB  B   CCC  cc  c  D   Not  Rated   
$ 2,085 $ 4,376 $ 8,881 $ 285 $ $ 462 $ 6,126 

1,890 5,949 302 212 1,553 
 

245,772 82,883 21,246   394 10,773
10,451 7,565 701     

17,697 697     59,799
      562

417       
560 2,772 3,108 182 4,024 2,887

887 
  22,714     19,107     159,933     198,586

  $ 301,586     $   124,236   
 

    $ 341238       $ 467      $ 159,933      $ 5,092     $ 280,286  
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CONCENTRATION OF CREDIT RISK 
 

Concentration of credit risk is the risk of loss attributed to the magnitude of a government's investment in a single issuer. 
The State does not have aninvestment policy that specifically addresses concentrations of credit risk in a single issuer, 
however the Bank of North Dakota has established asset allocation ranges for investments as a percentage of their total 
portfolio. 

 
The Bank of North Dakota had the following concentrations at June 30,2014 (expressedinthousands): 

 
 

Federal Agency 
Amount Percent 

 

Freddie Mac $ 603,507 23.4%
Federal Home Loan Bank 529,960 20.5%
Fannie Mae 566,938 21.9%

Mortgage-backed 
Fannie Mae 

 
332,118 

 
12.9%

Freddie Mac 211,854 8.2%

 
 

FOREIGN CURRENCY RISK 

Foreign currency riskis the risk that changes in exchange rates will adversely affect ttie fair value of an investment or a 
deposit. Although the State Investment Board does not have a formal investment policy governing foreign currency risk, 
the board does manage its exposure to fair value loss by requiring their international securities investment managers to 
maintain diversified portfolios to limit foreign currency and security risk. The Department of Trust Lands treats currency 
exposure in two different ways, depending on the type of investment. For the Board's international equity portfolio, the 
currency exposure is not hedged, as currency exposure is one of theitems that adds diversity to the overall portfolio. For 
foreign bonds, the Board fully hedges the currency exposure, as the purpose of this portfoliois to generate income for 
distribution to trust beneficiaries. The board does not have a formal policy regarding foreign currency risk. 

 
At June 30,2014, foreign currency risk exposure on investments managed by the Department of Trust Lands and State 
Investment Board were as follows (expressed in thousands). 
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Primary Government (includes Pension and Investment Trust Funds) 
 

Currenc Short-Term Debt Egui Total 
Australian dollar $ (5,730) $ 13,743 $ 60,576 $ 68,589
Brazilian real {300) 8,394 7,204 15,298
British pound starting (128) 7,389 235,609 242,870
Canadian dollar 568 65,261 65,829
Chilean peso 9,453 1,051 10,504
Chinese yuan renminbi 380 380
Columbian peso 1 1
Czech koruna 2 1,491 1,493
Danish krone (435) 12,014 11,579

Euro (22,927) 20,671 355,009 352,753
Hong Kong dollar 152 6 47,801 47,959
Hungarian forint 50 4,094 1.325 5,469
Iceland krona 34 34
Indian rupee 377 377
Indonesian rupiah 4,155 198 4,353
Israelishekel 57 4,845 4,902
Japanese yen (5,479) 605 226,307 221,433
Malaysian ringgit 310 2,375 2,685
Mexican peso 2,735 25,441 28,176
New Zealand dollar (2,657) 3,338 1,345 2,026
Norwegian krone 142 49 15,961 16,152
Peruvian neuvo sol (56) (66)
Philippine peso 2,209 2,209
Polish zloty (4,162) 5,092 2,853 3,783
Russian ruble 359 359
Singapore dollar 355 11,923 12,278
South African rand 345 3,682 3,967 7,994
South Korean won 33 5,052 12,814 17,899
Swedish krona (233) 8 29,939 29,714
Swiss franc 222 54 95,104 95,380
Thai baht 103 1,997 2,100
Turkish lira 288 1,529 1,483 3,300
International commingled  

funds (various currencies)  1151294 697,197 812,491

Total international investment securities  $ 26,141l   $   224,23 1   $ 1,8921223  $ 2,090,31 3
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Derivative Securities - Derivatives are financial 
arrangements between two parties whose payments are 
based on, or "derived" from, the performance of some 
agreed upon benchmark. The investment policies of the 

$801,500. At June 30, 2014, the State had the following 
option balances (expressedin thousands): 

 
Fair 

States' clients allow the use of derivative securities to 
hedge or replicate undertying exposures but not for 
speculation. All derivatives are considered investment 
derivative instruments. The fair value of all derivative 
securities is reported in the Statements of Net Position. 
At June 30, 2014, the State had four types of derivative 
securities: futures, options, swaps and currency 
forwards. 

Options 
Cash & Other Options 
Call 
Put 
Fixed Income Options 
Call 
Put 

Total options 

Value 
 

$ 988 
(39) 

 
(170) 

  (11 )   
$ 768 

Futures - Futures represent commitments to purchase 
(asset) or sell (liability) securities at a future date and at 
a specific price. Futures contracts are traded on 
organized exchanges (exchange traded) thereby 
minimizing the States' counterparty risk. The net change 
in the futures contracts' value is settled daily in cash with 
the exchanges. Net gains or losses resulting from the 
daily settlements are included in net change in fair value 
of investmnts in the Statement of Changes in Net 
Position and totaled $101.2 million. At June 30, 2014, 
the State investment portfolio had the notional futures 
shown below (expressed in thousands) . 

Notional 

 

 
Swaps - A swap is a derivative in which counterparties 
exchange certain benefits of one party's financial 
instrument for those of the other party's financial 
instrument. Specifically, the two counterparties agree to 
exchange one stream of cash flows for another stream. 
The State, through its investment managers, has 
entered into various swap agreements in an attempt to 
manage its exposure to interest rate and credit risk. 

 
Interest rate risk represents the exposure to fair value 
losses arising from  future  changes in prevailing market 
interest rates. In the most common type of interest rate 
swap  arrangement, one  party  agrees  to  pay  fixed 

Futures 
Cash and cash equivalent derivat ve futures 

Long 
Short 

Equity derivative futures 
Long 
Short 

Fixed income derivative futures 
Long 
Short 

Total futures 

Value 
 

$ 35,663 
(511,036) 

 
486,293 

 
 

27,888 
(61,524) 

$ 22,716 

interest payments on designated dates to a 
counterparty, who in tum agrees to make return interest 
payments that float with some reference rate. 

 
Credit risk represents the exposure to fair value losses 
arising from a credit event such as default, failure to pay, 
restructuring or bankruptcy. In a credit default swap 
(CDS) contract, the protection buyer of the CDS makes 
a series of payments to the protection seller and, in 
exchange, receives a payoff if the credit instrument 
experiences a credit event. CDS contracts are also used 
to establish exposure to a desired credit instrument. 

Options - Options represent or give buyers the right, 
but not the obligation, to buy (call) or sell (put) an asset 
at a preset price over a specified period. Options are 
traded on organized exchanges (exchange traded) 
thereby minimizing the States' counterparty credit risk. 
The option's price is usually a small percentage of the 
underlying asset's value. As a seller of a financial option, 
the State, through its investment manager, receives a 
premium at the beginning of the agreement and bears 
the risk of an unfavorable change in the price of the 
financial instrument under1ying the option. As a buyer of 
a financial option, the State, through its investment 
manager, pays a premium at the beginning of the 
agreement and the counterparty bears the risk of an 
unfavorable change in the price of the financial 
instrument underlying the option. Gains and losses on 
options are determined based on fair values and 
recorded with the net change in fair value of investments 
in the Statement of Changes in Net Position and totaled 

 
Currency risk represents the exposure to fair value 
losses arising from the change in price of one currency 
against another. A currency swap is a foreign-exchange 
agreement between two parties to exchange principal 
and interest in one currency for the same in another 
currency. 

 
Gains and losses on swaps are determined based on 
fair values and are recorded with the net change in fair 
value of investments in the Statement of Changes in Net 
Position and totaled $17 thousand. The maximum loss 
that would be recognized at June 30, 2014, if all 
counterparties failed to perform as contracted is $3.25 
million. Swap fair values are determined by a third party 
pricing source. At June 30, 2014, the States' investment 
portfolio had the swap fair value balances as shown 
below (expressed in thousands). 
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Credit Default Swaps  

Notional Expiration Fair 
Counterarty/Mood s   Rating Amount Date Value 

 

Bank of America/A2 $ (500) 6-20-2019 $ (7)
Barclays/A2 (6 contracts) (1,400) 6-20-2019 35
BNP Paribas/A2 (2 contracts) (800) 6-20-2019 (25)
Citibank/A3 (100) 6-20-2016 (7)
Citibank/A3 (2 contracts) (5,800) 12-20-2017 80
Citibank/A3 (400) 6-20-2019 (9)
Citigroup Global Markets (6,500) 12-20-2018 142
Credit Suisse First Boston/A1 (11,200) 12-20-2017 243
Credit Suisse First Boston/A1 (8 contracts) (2,793) 6-20-2019 104
Credit Suisse lntemational/A1 240 12-20-2016 (18)
Credit Suisse lntemational/A1 {400) 9-20-2018 3
Credit Suisse International/A 1 (400) 6-20-2019 11
Deutsche Bank/A2 (3 contracts) 2,160 12-20-2016 (167)
Deutsche Bank/A2 (2 contracts) 2,400 6-20-2017 (62)
Deutsche Bank (700) 6-20-2019 18
Goldman Sachs/A3 (5 contracts) (4,900) 6-20-2019 30
HSBC Bank/A1 (3 contracts) (4,000) 6-20-2019 49
HSBC Bank/A1 (450) 9-20-2019 (17)
JP Mo('Qan Chase/Aa3 400 3-20-2017 
JP Morgan Chase/Aa3 6,500 12-20-2018 (142)
JP Morgan Chase/Aa3 (600) 3-20-2019 117
JP Morgan Chase/Aa3 (5 contracts) (2,100) 6-20-2019 103
JP Morgan Chase/Aa3 (4 contracts) 12 10-12-2052   
Total credit default swaps  $  !J 1. 331      $ 481  

 
 

Currency Swaps  
Notional Expiration Fair 

Counterart:i/Mood:i's Rating Amount Date Value 
 

Barclays/A2 $ 310 7-22-2018 $ (7)
Barclays/A2 330 7-23-2018 (8)
Citibank N.A. NY/A3 49 5-2-2015 2
Deutsche Bank London/A2 281 5-14-2017 (2)
HSBC Bank USA/A1 500 9-5-2015   11
Total currency swaps    $ 1,470     $ ( 41  
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currency 

Interest Rate Swa[!s       

Expiration 
 

Counterparty 
 

Notional Rate Counterparty Date Rating Fair
Counterparty  Amount  Range Rate Range (Moody's) Value

 

Bank of Nova Scotia  $ (315)  
 

1.888% Various 
overnight

 

10/2/2019 
 

Aa2 $ 8

    0.0% to bank rates 7/2014 -   
Barclays (26 contracts)  2,029,119 7.42% depending on 12/2032 A2 (62)

 
BNP Paribas 

  
5,957 

 12.255 
% 

  
1/2/2017 

 
A2 

 
103

   0.0% to 11/2014 -  
Citibank (18 contracts)  3,626 4.845% 5/2023 A3 317

Citigroup Global Markets (4   0.56% - 9/2015 -  
contracts)  (7,855) 2.49% 8/2020 A1 (97)

Credit Suisse First Boston   1.00% - 9/2014  
(26 contracts)  280,000 8.19% 9/2044 A1 9

   0.00%  
Deutsche Bank (5 to 11/2018 - 

contracts)  268,701 6.54% 10/2023 A2 37

Goldman Sachs (4   1.755% 8/2018-  (18
contracts)  (48,140) to 6.3% 4/2024 A3 6)

   0.0% to 6/2015 -  (21
HSBC Bank (6 contracts)  15,807 8.97% 9/2033 A1 8)

JP Morgan Chase (22   0.22% 9/2015 -  
contracts)  113,840 to 7.2% 3/2044 Aa3 205

   5.08%  
Morgan Stanley (2 to 1/2015 - 

contracts)  7,400 6.37% 5/2022 Baa1 19

Total Interest Rate Swaps  $  2,668,140  $ 135
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Currency Forwards - Currency forwards represent 
forward exchange contracts that are entered into in order 
to manage the exposure to changes in currency 
exchange rates on the currency denominated portfolio 
holdings. A forward exchange contract is a commitment 
to purchase (positive) or sell (negative) a currency at a 
future date at a negotiated forward rate.The gain or loss 

arising from th,e difference between the original contracts 
and the closing of such contracts is included in the net 
change in fair value of investments in the Statement of 
Changes in Net Position and totaled $9.1 million. At 
June 30, 2014, the States'investment portfolio included 
the currency forwards balances shown below (expressed 
in thousands). 

 
 

  Currency   Cost Purchases Sales  Fair Value 
Australian dollar $ (29,025) $ 1,970 $  (31,156)  $  (29,288)
Brazilian real (5,464) 834 (6,425)  (5,588)

British pound sterling (174) 933 (1,107)  (181)

Canadian dollar 637 1,895 (1,259}  643

Chilean peso 9,436 9,436  9,451

Chinese yuan renminbi 397 5,228 (4,830)  379

Columbian peso (4) 460 (463)   
Euro (93,807) 1,344 (95,165)  (93,720)

Hungarian forint (4,785) 786 (5,537)  (4,757)

Indian rupee 380 380  377

Israelishekel (23) (23)  (23)

Japanese yen (5,855) 1,525 (7,380)  (5,890)

Malaysian ringgit 232 452 (220)  236

Mexican peso (10,242) 3,404 (13,642)  (10,284)

New Zealand dollar (9,801) 1,127 (11,108)  (10,000)

Norwegian krone (7,569) 949 (8,302)  (7,368)

Peruvian nuevo sol (55) (56)  (56)

Polish zloty (11,780) 873 (12,648)  (11,787)

Russian ruble 385 695 {311)  379

Singapore dollar 292 1,120 (827)  291

South African rand (3,891) 956 (4,852)  (3,893)

South Korean won 228 228  240

Swedish krona (10,356) 627 (10,762)  (10,137)

Swiss franc (57) (57)  (58)

Turkish lira (267) 634 (901)  (287)

United Kingdom pound (1,689) (1,709)  (1,709)

United States dollar 182,857 218,714 (35,857)  182,857

Total forwards subject to currency risk  $  (173) 
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Derivative Interest Rate Risk - Interest rate risk is the regarding such derivative investments. At June 30, 2014, 
risk that changes in interest rates will adversely affect the tables below show the States' derivative investments 
the value of an interest rate-based derivative investment. subject to interest rate risk (expressed in thousands) . 
The  State  does  not  have a formal  investment  policy 

 
 Total         Greater

Notional 3 Months or 3 to 6 6 to 12 Than
Value Less Months Months  1-5 Years 5 Years

Futures-interest 
rate contracts 

 
   $ (509,009) 

 
     $  (454,788)

 
     $

 
(55,927)

  
$ 

  
$ 1,706 

  

   $  
 

 
 

 
Options on interest 

Greater 
Total 3 Months or 3 to 6 6 to 12 Than 

  Fair Value  Less  Months  Months 1-5 Years         5 Years   

rate futures $ (166) $ (51) $ (115) $ $ $ 
Options - interest 

 

rate contracts (15) (15)
Swaps - interest 

rate contracts 
 

135 
 

27 
 

18 
 

10 
 

{43} 
 

123 
Total     $ ( 46l    $ (39l     $ ! 97l     $ 1 0      $ ! 43l     $ 1 23  

 

Mill and Elevator Derivative Financial Instruments - 
The fair value balances and notional amounts of 
derivative instruments outstanding at June 30,2014, and 
the changes in fair value of such derivative instruments 
for the year then ended as reported in the State's 
financial statements are $184,813, classified as 
derivative instrument (one contract equals 5,000 
bushels) and $184,813, classified as deferred inflow of 
resources - accumulated increase in fair value of 
hedging derivatives. The fair value of the grain futures 
contracts was determined on the  Minneapolis Grain 

Exchange. The margin requirement is $0.60 per bushel, 
unless the market price changes the limit for two 
consecutive days, then the margin requirement is $0.90 
per bushel. The Mill has entered into futures contracts 
for spring wheat to lock in a price for a future delivery or 
settlement period. These contracts are entered into to 
protect the Mill against price fluctuation of the 
commodity. The price protection is needed to cover any 
long or short positions compared to flour sales. 

 

Number of 
Futures Brokerage Firm Contracts Average Cost Fair Value Effective Date 

 

 
Sept 2014 

  
ADM Investor Services 

  
(141)

  
$7.1571

  
6.7700 

  
June 2014 

Sept 2014  RJ O'Brien  (91)  7.2937  6.7700  June 2014

Dec 2014  ADM Investor Services  69  7.1043  6.8700  June 2014

Dec 2014  RJ O'Brien  44  7.0924  6.8700  June 2014

Dec 2014  RJ O'Brien  (1)  8.4975  7.0650  June 2014

Mar 2015  RJ O'Brien  57  7.1426  6.9775  June 2014

May 2015  ADM Investor Services  29  7.8397  7.0575  June 2014

May 2015  RJ O'Brien  13  7.7231  7.0575  June 2014
 

The Mill is exposed to credit risk on hedging derivative 
instruments that are in asset positions. All grain futures 
trades are completed using two different national 
brokerage firms on the Minneapolis Grain Exchange. 
ADM Investor Services is rate A by the Standard & 
Poor's Rating Service. RJ O'Brien is a privately held 
business and is not rated by the Standard & Poor's 
Rating Service. 

The Mill is exposed to rollover risk on grain futures 
trades whenever the hedge ration (defined in aggregate 
of the size across all futures months relative to the 
underlying net cash position) does not equal 1.0. At June 
30, 2014, the table below shows the hedge ratio by 
futures month going forward: 
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   Period Hedge Ratio   
traded or privately held that  are financially  distressed 
and  are  either  in bankruptcy  or  likely  candidates  for 

Sept 2014 
Dec 2014 
Mar 2014 

1.1 
1.2 
1.0 

bankruptcy. Typical holdings are senior and 
subordinated debt instruments, mortgages and bank 
loans. The State includes these types of Investments in 

  May 2015 1.0   
Net Position 1.1 

 
Alternative Investments - The AICPA defines 
Alternative Investments for the purpose of performing 
audits. The definition includes investments for which a 
readily determinable fair value does not exist (that is, 
investments not listed on national exchanges or over- 
the-counter mari<ets, or for which quoted mari<et prices 
are  not  available  from  sources  such  as  financial 
publications, the exchanges. or NASDAQ). These types 
of investments can be held within any of the asset 
classes used by the State based on underlying portfolio 
holdings and analysis of risk and return relationships. 
These investments can be structured in different ways, 
including limited partnerships, limited liability companies, 
common trusts and mutual funds. Some are closed- 
ended with a specific life and capital commitment while 
others  are open-ended with  opportunity  for  ad  hoc 
contributions or withdrawals and termination upon proper 
notice. 

 
Private Equity - Private Equity investments are typically 
private interests in corporations across different areas of 
the  capital  structure  and  in different  stages  of  the 
corporations' development via    limited partnership 
vehicles. Private Equity investments are illiquid and long 
term in nature (10-12 years), typically held until maturity. 
Private  Equity  portfolios  generally   have  a  "J-Curve 
Effect" whereby there are tow to negative returns in the 
initial  years   due   to   the   payment   of   investment 
management  fees  and  initial  funding  of investments 
made  by  the  General  Partner  during  a  period  when 
investments are typically carried at cost and returns 
have not been realized.To diversify the program, Private 
Equity investments are made across business cycles, 
vintage years, and different strategies. The State has a 
dedicated asset class for private equity investments. 

 
Venture Capital - These include investments in 
companies in a range of stages of development from 
start-up/seed stage, early stage, and later/expansion 
stage. Investments are typically made in years one 
through six and returns typically occur in years four 
through ten. 
Buyouts - These include investments in funds that seek 
out and purchase underperforming or undervalued 
companies in order to improve them and sell them or 
take them public many years later. These funds are also 
often involved in management buyouts, which are 
buyouts conducted by the management of the company 
being purchased, and they often play key roles in 
leveraged buyouts, which are buyouts that are funded 
with borrowed money. 

 
Distressed Debt - These include investments in the 
debtinstruments of companies which may be publicly 

its private equity asset class. 
 

Commingled/Mutual Funds - These types of funds are 
generally open-ended  funds and may be utilized in 
equities or fixed income asset classes. They are funds 
made up of underlying securities that have readily 
available fair values (publically traded stocks or bonds). 
The State owns units of these funds rather than the 
individual securities. Contributions or withdrawals from 
these fund can be done as needed. 

 
Mezzanine Debt - This strategy is a hybrid of debt and 
equity financing. It is basically debt capital that gives the 
lender the rights to convert to an ownership or equity 
interest in the company If the loan is not paid back in 
time and in full. It is generally subordinated to senior 
debt. The State utilizes this strategy, through a limited 
partnership structure,inits below investment grade fixed 
income allocation. 

 
Equity Long/Short - This strategy is a combination of 
tong and short positions, primarily in publicly traded 
equities. The State utilizes this strategy in its US equity 
allocations. 

 
Real Estate and Real "Tangible" Assets - These 
investments are intended to provide allocations to 
tangible assets that are expected to be inflation 
protected and provide performance above the inflation 
rate as indicated by the CPI. Investments are generally 
structured as limited partnerships or limited liability 
companies. Investments in Real Estate and Real Estate 
Assetsinclude: 

 
Real Estate - includes investments fn private vehicles 
through limited partnerships or commingled vehicles that 
have an ownership interest in direct real estate 
properties. The investment strategies mayinclude kvalue 
added" strategies. which derive their return from both 
income and appreciation, "opportunistic". which derive 
their return primarily through appreciation, and 
"alternative• which invest in less traditional types of 
property. Both domestic and international real estate 
funds are utilized. The State has a dedicated asset class 
for these types of investments. 
Timberland - includes investments in limited liability 
companies that have an ownership interest in properties 
where the value of the property is derived mainly from 
ihcome-producing timber but also from the "higher and 
better use" value of the underlying land. The State has a 
dedicated asset class for these types of investments. 

 
Infrastructure - includes investments in limited 
partnerships that have an ownership interest in 
transportation assets such as toll roads, tunnels and 
bridges; and regulated assets such as electricity 
transmission, gas and oil distribution and wastewater 
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collection.  Other  possible  investments  would  Include 
communication  assets  and  social  infrastructure.  The 

State has a dedicated asset class for these types of 
investments. 

 

C. SECURITIES  LENDING 

The following represents the balances relating to the securities lending transactions at June 30, 2014 (expressed in 
thousands). 

 
Primary Government (Includes Pension and lnvestmentTrust Funds} 

 

 
Securities Lent 

Underlying 
Securities 

Non-Cash  Cash Collateral  
Collateral Value Investment Value 

Lent for cash collateral: 
US agency securities 

 
$ 3,801 

 
$ $ 3,874

US government securities 75,377 76,886
US corporate fixed income securities 51,616 52,720
Global government fixed income securities 3,772 3,913
Global corporate fixed 1,559 1,638
US equities 56,131 57,313

Lent for non-cash collateral:   
US agency securities 
US government securities 
US corporate fixed income securities 
US equities 

 
Total 

 
    $ 192,256 

 

    $  $ 196,344 

 

D. ENDOWMENT  FUNDS 

The endowment funds reported herein are institutional funds under the tenns of the gift instrument and are not wholly 
expendable by the institution. NDCC Section 59-21, the Unifonn Prudent Management of Institutional Funds Act 
{UPMIFA) applies to the investment of endowments governed by a gift instrument. NOUS SBHE policy 810 stipulates 
endowment funds shall be invested according to the intent of the donor provided such intentis consistent with applicable 
laws. Absent tenns expressing donor intent in a gift instrument, NOUS institution officers initially shall deposit the funds in 
institution accounts at the Bank of North Dakota. Thereafter, the funds may be invested according to NDCC 59-21. 
Subject to the intent of the donor, NOUS institution officers are delegated authority to manage and invest these 
institutional funds as provided by UPMIFA. NDCC Section 59-21-02.5a(7) applies to standard of conduct in the 
administration of powers to make and retain investments. It states that in managing and investing an institutional fund, 
the needs of the institution and the fund to make distributions and to preserve capital must be considered. Given the 
flexibility in NDCC 59-21-02, campuses have differing policies with respect to spending investment income and net 
appreciation on endowment funds. UNO has designated the University of North Dakota Foundation as the investment 
manager and fiduciary oversight for UNO endowments. The payout is calculated using the average balance of the last 
four quarters multiplied by 4 percent. MaSU, NDSU, VCSU and WSC give departments authority to spend all investment 
income earned on the endowment funds. Net appreciation on investments are available for expenditure and consist of 
the following at June 30, 2014: 

 

 Reflected i n net position as: 
Mayville State University $ 3,207 Expendable scholarships & fellowships 
North Dakota State University 149,292 Expendable scholarships & fellowships 
University of North Dakota 935,168 Non-expendable scholarships & fellowships
Williston State College 2,227 Non--expendable scholarships & fellowships
Total NOUS $ 1,089,894  

Endowment funds reported herein do not include the Federal Land Grant Fund held by the State Land Department. The 
annual proceeds from assets held by the State Land Commissioner are deposited into each college/university's operating 
fund at the State Treasury and are used for current operating purposes. Bismarck State College, Lake Region State 
College and Williston State College do not participate in the proceeds allocated by the State Land Department. Total 
assets held by the State Land Department and proceeds for the fiscal year ended June 30, 2014 are approximately 
$131.1million and $2.7 million respectively. 
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E. REVERSE  REPURCHASE  AGREEMENTS 
 

State statutes permit the State to enter into reverse repurchase agreements, that is, the sale of securities with a 
simultaneous agreement to repurchase them in the future at the same price plus a contract rate of interest. The fair value 
of the securities underlying reverse repurchase agreements normally exceeds the cash received, providing the dealers a 
margin against a decline in fair value of the securities. All sales of investments under these agreements are for fixed 
terms. In investing the proceeds of these agreements,State policy is for the term to maturity of the investment to be the 
same as the term of the agreement. Such matching existed at year end. These agreements are secured by Fed book- 
entry securities held in the State's name. At June 30, 2014, the State had no reverse repurchase agreements 
outstanding and did not participatein reverse repurchase agreements during the fiscal year. 

 
 

F. RECEIVABLES 

Receivables at June 30,2014, consist of the following (expressed in thousands): 
 

Other 
Governmental 

Bank of 
North 

 

Housing University 
General Federal  State  Funds  Dakota   Finance System 

 

Receivables: 

Accounts 
 
$  12,165 

 
$   8,511

 
$ 111,583 

 
$ -

 
$

  
$ 488 

 
$ 32,242

Less Allowance (5,260)  (17,453)  (6,960)

Taxes 489,588  249,301 226  
Less Allowance (70,036)  (1,259)  
Interest 8,193  12 ,179 116 39,574 2,564

Less Allowance   (1,638)  
Intergovernmental 535 212,813 12,767 145 31,910

Less Allowance   (35)  
Current Loans and Notes 51 150 172,329 35,971 766,580 15,774 9,669

Less Allowance (26)  (2,396)  (1,765)

Noncurrent Loans and Notes 25,000  2,667,221 613,485 34,592

Less Allowance    (51, 770) ---- (6,643) 

 
Net Receivables 

  

  

$ 460,210 $221,474 $ 535,378     $_.3...6.....3..1.,.3- 
 
$ 3,421,605  $ 632,456 $ 93,045 

 
 
 
 
 

Receivables: 

Workforce 
Safety & 
Insurance 

Other 
Enterprise  Internal Fiduciary 

Funds Service Funds  Funds 

Major 
Component 
  Units  Total   

Accounts $ 
Less Allowance 

Taxes 

Less Allowance 

62,607   $ 
(8,000) 

89,730  $ 
(11,201) 

197  $ 10,835  $ 2,173 $ 
(45) 

38,009 

(8,236) 

330,531 

(48,919) 

777,124 

(79,531) 

Interest 

Less Allowance 

Intergovernmental 

Less Allowance 

11,575 1,904 
 

6,612 188 

11,166 4,501 91,844 

(1,638) 

264,970 

(35) 

Current Loans and Notes 

Less Allowance 

11,608 4,917 1,017,049 

(4,187) 

Noncurrent Loans and Notes 

Less Allowance    

82,440 

  (614)       

11,831 3,434,569 

(5,849) _ (._6-4',87_6) 
 

 

Net Receivables .$. 66..._.1s..2., $ 180.479   .$..  4..5;;-
7. 

$ 51,774 $ 17,528 $ 5,716,901 
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G. INTERFUND ACCOUNTS AND TRANSFERS
 

Due To Bank of North Dakota From: 

 

DUE FROM OTHER FUNDS/DUETO OTHER FUNDS State Fund $ 2,930
 

 

lnterfund  balances at June 30, 2014, consist of the General Fund 1,126

following (expressed in thousands): 
 

Due To General Fund From: 
Federal Fund $   61,144 
State Fund 6,673 

Nonmajor Enterprise Funds 
Housing Finance 
All Others 

Total Due To Bank of North Dakota 

55,748 
7,817 

  1 1 

$  67,632 

Bank of North Dakota 909 
Nonmajor Enterprise Funds 25,184 
All Others  83 

Total Due To General Fund $    

93,993 Due To Federal Fund From: 

Included in the Nonmajor Enterprise Funds amount is a 
loan to the Rebuilder's Loan Program for $32,255,000. 
Included in the State Fund amount is a loan to Highway 
Patrol for $1,716,000. These amounts are not expected 
to be repaid within one year. 

Due To University System From: 

 

 
Total Due To Federal Fund $ 6,975 

Due To State Fund From: 

 
 
 

All Others  
 260 

Total Due To State Fund $    68,885 
 

Included in the Internal Service Funds amount is an 
advance to Fleet Services from the Highway Fund for 
$6,000,000.This is not expected to be repaid within one 
year. 

 
Due To Internal Service Funds From: 

 
 

Total Due To University System $    28,182 

Due To All Other Funds From: 
All Other $ 1,197 

 

 
Included in this category are all other enterprise funds 
and fiduciary funds. 

 
These balances are a result of a time lag between the 
dates that (1) services are provided and goods received 
or reimbursable expenditures occur, (2) the payments 
are made, (3) the transactions are entered into the 
accounting system, and (4) because of transactions 
occurring between funds with a fiscal year other than 
June 30, 2014. 

General Fund 
State Fund 
University System 
All Others 

Total Due To Internal Service Funds 

$ 3,761 
962 

1,002 
  1,1 09 
$ 6,834 

 
 

A reconciliation of Due From's and Due Ta's is presented below (expressed in thousands) : 
 

Due From's 
General Fund/Bank of ND 

 

(749)
$ 273,698 

Bank of ND/Housing Finance (7,817)
Mill & Elevator/Bank of ND (9,000)
Bank of ND/University System 1,314
Bank of ND/Student Loan Trust 657
Bank of ND/Guaranteed Student Loan 2,205
Governmental Agencies/Bank of ND (168)
Bank of ND/Enterprise Funds  
Total Differences   (14,021) 

Due To's  $ 259,677 

General Fund $ 2,142
State Fund 4,728

All Others   105

General Fund $ 23,956
Federal Fund 2,413
State Fund 1,528
All Others 285

General Fund $ 1,903
Federal Fund 9,527
Internal Service Funds 6,477
Nonmajor Enterprise Funds 50,718
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The previous table represents timing differences between agencies as a result of different fiscal year ends. Those 
agencies with a  different fiscal year end include: Bank of North Dakota, December, Guaranteed Student Loan, 
September , and Nonmajor Enterprise Funds, Beginning Farmer Revolving Loan, Community Water Facility Loan, and 
Developmentally Disabled Facility Loan,all of which have a December year end and State Fair,September. 

 
INTERFUND TRANSFERS 

A summary of interfund transfers for the fiscal year ended June 30, 2014, follows (expressed in thousands): 
 

 
 
 
 

Transfers Out 

Special 
Revenue 

General Federal 

Special 
Revenue 

  State   

 

Non-major 
Governmental 

 

Housing 
Finance 

 

University 
  System   

 

Non-major 
Enterprise 

 
 

  T_otaI_ 

General 
SpecialRevenue - 
Federal 
Special Revenue - 

$ -  $ -   $  22,396 $ 
 

18,236 

437 $ $   443,933 
 

325 227 

$ 870   $ 467,636 
 

46 18,834 

State 
Non-major 
Governmental 
Bank of North Dakota 
Housing Finance 
University System 

8,276 
 

800 

26 18,426 
 

2,258 
15,100 

30 
6,147 

242 7,021 
 

192 

5,000 38,991 
 

3,250 
4,256 19,356 

30 
6,147 

Non-major Enterprise 
Total 

10,609--- 1,705------- 1:..!,..0::.0.::.5.=. -..,- -- 13,319 
$19,685  $ 26  $  59,725 _..$. 25....3._3_5  _..;$._4..,6; 9 $  452,151 $ 10,172  $ 567,563 

 

(Transfers In do not agree to the statements due to the timing differences noted below.) 

Transfers are used for the following purposes: 
• Move general fund appropriat on amounts to certainagencies. 
• Move revenues from the fund that statute requires to collect them to the fund authorized to spend them. 
• Move certain excess revenues collected in other funds to the general fund. 
• Move receipts restricted for debt service from the funds collected to the debt service funds as payments become due, 

and move capital project funds paying the construction costs. 
 

For the year ended June 30, 2014, legislatively-mandated transfers were made to the general fund of $7.2 million from 
the State Lottery, $3,408,600 from Mill and Elevator and $3,846,205 from the Insurance Regulatory Trust Fund. 

 
A reconciliation of Transfers In and Transfers Outis presented below {expressed in thousands): 

 
 

Transfers In 
Differences: 

 $ 599,548 

Bank of ND/PACE (7,000)
Bank of ND/Ag PACE (500)
Bank of ND/Rebuilders Loan Program (30,000)
Bank of ND/Information Tech. Dept. 10,556
Guaranteed Student Loan Program (5,000)
Special Rev - State/State Fair (5)
Federal (36)
Total Differences (31,985) 
Transfers Out  $ 567,563 

 
The above timing differences of $31,985,000 result from transactions between agencies that have different fiscal year 
ends. Those agencies with a different fiscal year end include: Bank of North Dakota, December, and Nonmajor 
Enterprise Fund State Fair, September, Guaranteed Student Loan Program,.This difference is also the total net transfers 
on the Government-wide Statement of Activities. 
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H.  CAPITAL ASSETS 

PRIMARY GOVERNMENT: 

The- following is a summary of capital assets duringthe fiscalyear (expressed in thousands): 
 

 
Description 

Governmental Activities: 

Capital Assets Not Being Depreciated 
 

Land $ 76,924 $ 55,669 $ (330) $ 132,263

Construction in Progress 857,521 221,766 (280,675) 798,612

Total Capital Assets Not Being Depreciated 934,445 277,435 (281,005) 930,875

Capital Assets Being Depreciated:  
Buildings and Improvements 545,260 69,069 (12,714) 601,615
Equipment 272,016 32,655 (19,561) 285,110

Intangibles  
Software 83,203 9,380 (1,223) 91,360
Other 9,353 1,639 10,992
Infrastructure   3,717,905   1741619   (62, 856) 3!829,668

Total Capital Assets Being Depreciated 

less Accumulated Depreciation for: 
  4,627,737   2871362   (96,354)   4!818,745

Buildings and Improvements (223,988) (12,649) 225 (236,412}
Equipment (130,785} (21,440) 13,545 (138,680)

Intangibles  
Software (51,415} (8,013) 1,223 (58,205)

Other (2.145} (430} (2,575}

Infrastructure (2,691,693) (57,745) 58,056 (2,691,382)

Total Accumulated Deprecation (3,100,026) (100,277) 73,049 (3,127,254)

Total Capital Assets Being Depreciated, Net 1,527,711 187,085 (231305) 1,691,491

Governmental Activities Capital Assets, Net $ 2,462, 156 $ 464,520 $ !304,310 $ 2,622,366

 
'*See note 2 for details on restatement. 

    

Infrastructure assets of the State Water Commission, with a carrying value of $30,516,290 are considered temporarily 
impaired at June 30,2014, 

Balance  
July 1,2013 Balance
Restated* Increases Decreases June 30, 2014
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Balance 
July 1, 2013 Balance 

Description Restated* I ncreases       Decreases June 30, 2014 
 

   

Business-Type Activities: 

Capital Assets Not Being Depreciated 

Land $ 18,742 $ 427 $ - $ 19,169 
Construction in Progress 133,770 61,940       {106,389} 89,321 

 

   

Total CapitalAssets Not Being Depreciated 152,512 62,367      {106,389} 108,490 
 

 

Capital Assets Being Depreciated: 

Buildings andImprovements 1,130,808 122,413 (4,997) 1,248,224 
Equipment 462,872 43,511          (25,532) 480,851 
Intangibles 

Software 39,712 1,123 (180) 40,655 
Other 838 66 904 
Infrastructure  193,849 4 ,392 (3.803}    194,438  

Total Capital Assets Being Depreciated 1,828,079           171,505           {34,512} 1,965,072 
Less Accumulated Depreciation for: 

Buildings and Improvements (489,938)          (29,305) 3,684 (515,559) 
Equipment (299,634)         (27,369) 20,905 (306,098) 
Intangibles 

Software (25,074) (3,358) 178 (28,254) 
Other (130) (90) (220) 
Infrastructure   {8 5,846}          (4,964} 116     (90,694) 

TotalAccumu lated Deprecation (900,622)         (65,086}           24,883 (940 ,825} Total 

CapitalAssets Being Depreciated, Net  927,457         106,419          (9,629} 1 ,024,247 Business-

Type Activit es Capital Assets , Net  $        1,079,969   $         97,350   $      (54,601)   $          
1,132,737 

 
Balance 

July 1, 2013 Balance 
Description Restated Increases Decreases June 30, 2014 

 
   

Major Component Units: 
Capital Assets Not Being Depreciated 
Land $ 3,642   $ 22  $ - $      3,664 
Construction in Progress   241 377 {241}      

377 Total Capital Assets Not Being Depreciated  3,883 399 {241)    4,041 
Capital Assets Being Depreciated: 

Buildings and Improvements 182,597 2,087 184,684 
Equipment 41,545 5,703 (5,142) 42,106 
Intangibles 78 78 
Infrastructure   1,435         

 1,435 Total CapitalAssets Being Depreciated  225,655

 7,790 (5,142}    228,303 Less Accumulated 

Depreciation for: 

Buildings  andImprovements (54,246) (4,595) (58,841) 
Equipment (18,086) (2,708) 2,576 (18,218) 
Intangibles (78) (78) 
Infrastructure  (612) (57}  (669) 
Total Accumulated Deprecation  (73,022)           (7,360)  2,576       

(77,806) Total Capital Assets Being Depreciated, Net  152,633 430 {2,566) 150,497 

Major Component Unit Capital Assets, Net $        156,516   $ 829 $               2.807l         $  

 15.4,538 
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Beginning capital asset balances were adjusted for certain reclassifications. 
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Depreciation expense was charged to functions/programs  of the primary government  as follows (expressed in 
thousands): 

GovernmentalActivities: 
 

General Government $ 10,854 
Education 808 
Health and Human Services 3,755 
Regulatory 256 
Public Safety & Corrections 12,241 
Agriculture and Commerce 276 
Natural Resources 11,491 
Transportation 50,755 
Total Governmental Activities Depreciation Expense  $ 90,436 

 

Construction In Progress is composed of the following (expressed in thousands): 
 

Project Descri tion: 
 

Governmental Acti vities 

 

 
  Amount Authorized  

 
Amount Expended 

    Through June 30, 2014 

  

 
   Balance Authorized  

Office of Management and Budget $ 5,833 $ 3,141 $ 2,692
Office of Attorney General 750 351 399
Office of State Tax Commissioner 1,000 750 250
State Historical Society 37,836 35,194 2,642
Secretary of State 6,059 6,059 
Legislative Assembly 257 217 40
Legislative Council 245 208 37
Department of Human Services 126,139 68,011 58,128
Adjutant General 16,523 8,774 7,749
Department of Corrections 1,579 168 1,411
Job Service North Dakota 194 194 
Department ofTransportation 824,860 673,619 151,241
ND School for the Deaf 942 638 304
ND School for the Blind 3,275 1,079 2,196
Highway Patrol 5,000 209  4,791

Total Governmental Activities $ 1,030,492 $ 798,612  $ 231,880

 
Amount Expended 

Business-TYQe Activities Amount Authorized Through June 30, 2014 Balance Authorized 
 

Mill and Elevator $ 11,105 $ 1,215  $ 9,890
University System 406,511 88,106  318,405

Total Business-Type Activities $ 417,616 $ 89,321  $ 328,295

 
 

I.  OPERATING LEASES 

PAYMENTS ON OPERATI NG LEASES 

The State is obligated under certain leases accounted for as. operating leases. Operating leases do not give rise to 
pt"Operty rights or lease obligations, and therefore, the resulting expenditures are recognized as incurred. Lease 
expenditures for the year ended June 30, 2014, amounted to $14,429,914 for governmental activities and $12,924,285 
for business-type activities. 
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Future minimum rental payments required under operating leases 1hat haveinitial or remaining non-cancelable lease 
terms in excess of one year as of June 30, 2014, for all fund types are as follows (expressed in thousands}: 

 
 
 
 
 
 
 
 
 
 
 
 
 

Lease Payments $ 37,751 $ 3_4.,_977 
 

J. CAPITAL LEASES 

The State is obligated under certain leases accounted for as capitalleases. In the government-wide and proprietary fund 
statements,capital assets and a corresponding liability are recorded at the inception of the lease. The liability is reduced 
by payments of principal,with a portion of the payment allocated to interest expense. For capital leases in governmental 
funds, other financing sources and expenditures are recorded at lease inception. Lease payments are recorded as debt 
service expenditures. 

 
The schedule below lists the future minimum lease payments under these capital leases and the present value of the net 
minimum lease payments at June 30, 2014 (expressed in thousands}: 

 

 

Year Ending 
 

Governmental
Business- 

type
 Major 

Component
  June 30  

2015 
  Activities  
$ 311 

  Activities   
$ 6,391 

   Units  
$ 127

2016 245 5,839  126
2017 137 5,369  126
2018 29 6,921  126
2019 4,234  126

2020-2024 14,477  632
2025-2029 7,943  632
2030-2034 3,956  568
2035-2039 1,846   

Total Minimum Lease Payments 722 56,976 2,463
Less:Amount Representing Interest (55} {12,202}  {863}
Present Value of Future Minimum 

Lease Payments    $ 667     $ 44,774 
 

   $ 1,600
 

The historical costs of assets acquired under capital leases, and included as capital assets on the government-wide 
Statement of Net Position at June 30, 2014, is as follows (expressed in thousands} : 

 
Business-  Major 

Governmental Type Component 
  Activities Activities . Units   

Infrastructure $ $ 560 $ 
Buildings 55,434 1,979 
Equipment 2,054 26,976 
Less: Accumulated Depreciation {1,401} {27,230} (698) 

 

 

Total $ 653 $ 55,740 $ 1,281 
     

Year Ending 
  June 30  

Governmental 
  Activities  

Business-type 
  Activities   

2015 $ 11,676 $ 10,421 
2016 5,017 7,661
2017 3,729 5,752
2018 3,142 4,435
2019 2,644 2,435
2020-2024 9,604 2,678 
2025-2029 1,939 727
2030-2034 726
2035-2039 142 
Total Minimum   
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K.  DEFERRED OUTFLOWS OF RESOURCES 

FINANCIAL DERIVATIVE I NSTRUMENT 

The State  enters into interest rate swap 
agreements to modify interest rates on outstanding 
debt. 

 
DEFERRED LOSS ON BOND REFUNDING 
A deferred charge on refunded debts results from 
the difference in the carrying value of the refunded 
debt and its reacquisition price. This amount is 
deferred and amortized over the shorter of the life 
of the refunded or refunding debt. 

 
L LONG-TERM DEBT 

Debt authorized is generally limited by the state 
constitution. The Constitution of North Dakota provides 
that the State may issue or guarantee the payment of 
bonds, provided that all bonds in excess of $2 millfon 
are: (1) secured by first mortgage upon property and no 
further indebtedness may  be incurred by the State 
unless evidenced by a bond issue;(2) authorized by law; 
(3) for a certain purpose; (4) provisioned to pay the 
interest semiannually; and (5) the principal is paid within 
30 years. Additionally,the law authorizing the bondissue 
must specifically appropriate the provisions to the 
payment of the principal and interest of the bond. 

 
BONDS AND NOTES PAYABLE 

Bonds payable at June 30, 2014, consisted of bonds 
issued by the State and are accounted for by the 
respective state agencies in the government-wide 
financial statements that issued the bonds. 

 
1. REVENUE BONDS 

Current state statutes empower certain state agencies to 
issue bonds as part of their activities. This debt is not 
backed by the full faith and credit of the State of North 
Dakota. The principal and interest on such bonds shall 
be payable only from the applicable agency's program 
income. 

 
Primary Government 

Building Authority 

The 2005 Series A Bonds, the 2006 Series A and B 
Bonds, and the 2010 Series A and B and the 2012 
Series A bonds have Interest payable semiannually on 
June 1 and December 1 of each year. The bonds of 
each series are subject to optional and/or extraordinary 
optional redemption prior  to maturity upon the 
occurrence   of   certain   events.   The   bonds   are 
independently secured by the funds, certain mortgaged 
property, and all  rights, titles, and interests of the 
Building Authority as lessor, including all basic rent 
payments, investment earnings on the funds and any 
other income derived by the Building Authority with 
respect to the lease. Total net revenue pledges for fiscal 
year  2014  were  $9.2  million.  For  fiscal  year  2014, 

principal and interest paid by the Authority on the bonds 
was $9.2 million. The total principal and interest 
remaining to be paid as of June 30, 2014, is $68.0 
million payable through December 2024. 

 
All the bond agreements require the establishment and 
maintenance of reserve funds to be used for debt 
service payments if amounts in the bond funds are 
insufficient to make payments. Reserve funds are also 
required for any positive arbitrage due to the federal 
government. 

 

Water Commission 

The Water Commission was granted authority to issue 
bonds to finance various flood control and pipeline 
projects throughout the state of North Dakota. 

 
Interestis payable semiannually on January 1and July 1 
of each year for the Series 2000 A Term Bonds and 
Series 2007 B, and February 1 and August 1 for the 
Series 2005 A and 2005 B Serial Bonds. Interest is 
payable annually on July 1 of each year for all other 
series bonds. The bonds of each series are subject to 
optional and/or extraordinary optional redemption prior to 
maturity at the option of the Water Commission or the 
occurrence of certain events. All redemption prices are 
at par plus accruedinterest. 

 
Total  net  revenue  pledges  for  fiscal  year  2014  were 
$16.6 million. The total principal and interest  remaining 
to be paid on the bonds is $105 million payable through 
July 2048. For fiscal year 2014, principal and interest 
paid by the Commission on the bonds was $9.9 million. 

 
Department of Transportation 

The North Dakota Department of Transportation 
(NDDOT)is authorized pursuant to NDCC  24-02, to 
issue grant and revenue anticipation bonds for the 
purpose of financing certain qualified federal aid 
transportation projects. The Series 2005 Bonds are 
limited obligations of NDDOT, payable  solely  from 
federal transportation funds, pledged state highway 
funds and other moneys. The Series 2005 Bonds will not 
be deemed or construed as creating an indebtedness of 
the State within the meaning of the State Constitution or 
laws of the State concerning or limiting the creation of 
indebtedness of the State. The total principal  and 
interest remaining to be paid on the bonds is $31.9 
million payable through June 2020. For the current year 
principal and interest paid and total net pledged 
revenues before interest expense were $5.3 million and 
$5.3 million respectively. 

 
Interest on the Series 2005 Bonds is payable on June 1 
and December 1, of each year. Bonds maturing on or 
after June 1, 2016, are subject to redemptioh prior to 
maturity at the option of NDDOT, at any time on or after 
June 1, 2015,at a redemption price equal to 100% of the 
principal amount plus accrued interest. 
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Information Technoloav Department 
 

The State financed the ConnectND project with revenue 
bonds. For fiscal year 2014,revenue pledged and total 
principal and interest paid by ITD were $6.7 million and 
$0.75 million,respectively. The bond was paid off during 
the fiscal year ended June 30, 2014. 

 
Student Loan Trust 

Interest is payable semiannually  on June 1 and 
December 1of each year. The 2004 Series A Bonds are 
variable rate bonds. The rate of interest is determined 
based on the lesser of either the one-month LIBOR plus 
0.7% or Federal Home Loan Bank plus 0.7%. The 
maximum rate of interest is 12% per annum. Details of 
the terms and provisions of the variable rate bonds are 
outlined in Section 2.1 of the Fourth Supplemental 
Resolution to the State of North Dakota Student Loan 
Revenue Bonds First General Bond Resolution. Section 
2.2 of the Fourth Supplemental Resolution to the State 
of North Dakota Student Loan Revenue Bonds First 
General Bond Resolution has deemed these to be 
Federally Taxable Bonds. The Series 2004 Bonds are 
subject to redemption prior to maturity at the option of 
the Commission from any source of funds,in whole or in 
part,on any date at a redemption price equalto 100% of 
the principal amount plus accrued interest to date of 
redemption. 

 
The total principal and interest remaining to be paid on 
the outstanding bond is $1.1 million payable through 
June 2029. For fiscal year 2014, revenue pledged and 
total principal and interest paid by ITD Were $309,000 
and $9,000, respectively 

 
Housing Finance 

Housing Finance Bonds were issued to provide financing 
to purchase mortgage loans to finance multifamily 
housing projects. The bonds are the direct obligation of 
the Housing Finance Agency and are  secured by the 
mortgage loans purchased under the applicable 
resolutions; the revenues, prepayments, insurance and 
foreclosure proceeds received related to the mortgage 
loans; and certain funds and accounts established 
pursuant to the applicable bond resolution. The term 
bonds of all bond series have mandatory sinking fund 
requirements starting in 1998. 

 
Revenues Pledged - The agency has homeownership 
bonds outstanding in the amount of $654.0 million 
maturing at various times from January 1,2015 through 
July 1, 2044. The bonds have been issued to provide 
financing to purchase mortgage loans. Annual principal 
and interest payments on the bonds are expected to 
require 98 percent of net revenues. Principal and interest 
paid for the current year and total customer net revenues 
were $189.8 million and $22.4 million,respectively.Bond 
principal was reduced through customer revenues and 
the refunding of older bonds with proceeds from new 
bond issues. 

University Svstem 
 

Revenue bonds are limited obligations of the University 
System. The principal and interest on the bonds are 
payable generally from the net income of specific 
auxiliary activities, designated student fees, interest 
subsidies and debt service reserve funds. These 
revenues are generally pledged to the payment of bonds 
in accordance with the specific terms of the specific 
indenture . Net pledged revenues for fiscal year 2014 
were $15.8 million. Principal and interest paid for the 
current fiscal year were $15.8 million, with total 
remaining principal and interest of $356.8 million 
payable through April 2044. 

 
Major Component Units 

Public Finance Authoritv 
 

The bonds of the Public Finance Authority were issued 
to provide financing to purchase municipal securities in 
order to provide local political subdivisions with funds to 
finance local projects. The bonds are direct obligations 
of the Public Finance Authority and are secured  by 
municipal securities purchased  under the applicable 
resolutions,  interest  earnings  and  certain accounts 
established pursuant to the applicable bond resolutions. 
Net pledged revenues for fiscal year 2014 were $12.5 
million. Principal and interest paid for the current fiscal 
year were $29.35 million, with total remaining principal 
and  interest  of $364.8  million payable through  June 
2041. 
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Revenue Bonds outstanding (expressed in thousands):   
 

Interest 

 
 

Balance
 Fund TyQe/Fund    Maturities    Rates     6/30/14 

Primary Government    
Governmental:  

Building Authority 2015-2031 1.50-6.25 $ 56,555
Water Commission 2015-2049 2.50-5.00 78,827 ,,

Department of Transportation 2015--2020 3.00-5.00 27,648

Proprietary: 
 

Student Loan Trust 6/1/2029 0.86 1,000 :l)

Housing Finance: 
Homeownership 

 
2015-2044 

 
0.35-5.75 

 
653,959 :!)

University System: 
 

VCSU-Valley City 2015-2040 2.80-7.05 5,925
Williston State College 2015-2041 3.00-6.90 8,801
Lake Region State College 2015-2017 3.00-5.125 370
UND-Grand Forks 2015-2044 0.75-5.00 98,708
NDSU-Fargo 2015-2040 1.50-6.50 95,245
NDSCS-Wahpeton 2015-2037 3.76-5.50 8,735
MISU-Minot 2015-2041 0.00-6.60 13,610
MaSU-Mayville 2015-2030 1.55-6.63 4,980
SSC-Bismarck 2015-2033 2.00-5.35 10,195

Total Revenue Bonds Payable- 
Primary Government 

   

 $ 1,064,558  

Major Component Units 

Proprietary: 
 

Public Finance Authority 2015-2041 0.24-10.00 $ 276,346
University System Foundation 2015-2038 0.75-6.00   62,285

TotalRevenue Bonds Payable- 
Major Component Units $ 338,631 

 
 

1) Approximately $48 million of the Water Commission's bonds payable is not associated with fixed assets of the State. 
2) 

Entire amount of bonds payable are not associated with fixed assets of the State. 
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Debt service requirements to maturity on revenue bond issues for the fiscal yeafS ending June 30 are summarized below 
(expressedin thousands}: 

 

 
Primary Government: 

 
Governmental Activities Business-type Activities 

 
  Fiscal Year Princiea1          I nterest  Fiscal Year   Prindeal  I nterest 

$ 31,997 
32,525 
31,709 
30,942 
30,132 

136,001 
108,835 
73,751 
34,895 
6,660 

22 
  {7,174} 
$ 510,295 

 
 
 
 
 

 

Maior Component Units 
 

 Fiscal Year Princieal Interest 
2015 $ 17,503 $ 11,721 
2016 19,894 12,566 
2017 21,436 11,850 
2018 25,391 11,082 
2019 26,793 10,218 

2020-2024 75,859 34,231 
2025-2029 74,233 23,496 
2030-2034 50,579 7,716 
2035-2039 9,188 1,364 
2040-2044 2,115 137 

Bond Premium 15,640 {15,640} 
Total  $ 338,631  $ 108,741 

2015 $ 16,422 $ 7,022 2015 $ 50,436 
2016 17,116 6,332 2016 28,847 
2017 16,590 5,586 2017 24,347 
2018 17,350 4,819 2018 24,886 
2019 14,760 4,099 2019 24,528 

2020-2024 52,280 11,831 2020-2024 136,487 
2025-2029 155,108 
2030-2034 180,930 
2035-2039 179,605 
2040-2044 87,665 
2045-2049 1,515 

Bond Premium  7,174 
Total $ 901,528 

2025-2029 18,232 3,026
2030-2034 3,973 1,130
2035-2039 1,153 692
2040-2044 1,418 437
2045-2049 1,246 140

Bond Premium   2,490 {2,490}
Total $ 163,030 $ 42,624
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2. NOTES PAYABLE 
 

The following is a schedule of notes payable outstanding at June 30, 2014 (expressed in thousands): 

 
 
 Fund Type/Fund  

 
  Maturities  

Interest 
  Rates   

Balance 
  6/30/14  

Primary Government  
Governmental :  

Department of Corrections 2015 4.59 $ 34
Department of Human Services 2015 4.24 55
Department of Transportation 2015-2022 4.18 1,623
Office of Management and Budget 2015-2022 4.18 3,110
School for the Deaf 2015-2021 4.8408 158

 

Proprietary: 
 

Bank of North Dakota 2015-2025 1.12-7.35 465,228
University System 2015-2027 3.27-9.90 19,536

Major Component Units 
 

University System Foundation 2015-2020 0.00-5.50 13,353 
 

(1)  The Bank of North Dakota issued short-term debt to fund loans on a short-term basis. 
 

The Public Finance Authority has a note payable of $1.410,000 due to the Bank of North Dakota which is reportedin the 
state',s financial statements as a due to primary government. 

 
Debt service requirements to maturity for notes payable for the fiscal years ending June 30 are summarized below 
(expressed in thousands): 

 
 

Primary_ Government: 
 

 

Governmental Activities 

  Fiscal Year  Principal I nterest  Business-pe   Activities 
 

 

2015 $ 569 $ 201  Fiscal Year  Principal I nterest   
 

 2016 520 180 2015 $ 4,002 $ 16,311

2017 563 158 2016 4,191 16,141

2018 610 132 2017 4,384 15,968
2019 658 107 2018 4,592 15,778

2020-2024 2,060 145 2019 99,746 13,822
2025-2029   2020-2024 362,617 39,093
2030-2034     2025-2029   5,232   202

Total   $ 4,980  $ 923 Total   $ 484,764  $ 117,315
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Total $ 

 
Changes in General Long-Term Liabilities 

 
13,353 -$  --1,-6-6-2- 

Changes in Long-Term Liabilities for the year ended June 30, 2014, are summarized  as follows (expressed in 
thousands): 

 

 
 
 
 
 

Governmental Activities: 
 
 
 
 
 
 
 

Total 

Beginning 
Balance 

Restated 

 
 

Additions Reductions 

 

Ending 
Balance 

Atnounts 
Due Within 
One Year 

 
 

548 
16,557 

281 
2,897 
2,298 

 
 

22 ,5..8._1 
 

Business-Type Activities: 
 

Notes Payable $ 415,856  $ 149,800 $ (80,893) $ 484,763 $ 4,001
Bonds Payable 920,484 195,423 (214,380} 901,527 50,437
Capital Leases Payable 61,796 1,968 (18,990) 44,774 4,666
Intergovernmental Payable 10,301 17,841 (18,562) 9,580 401
Compensated Absences 35,936 3,496 (3,802} 35,630 4,355
Dividends Payable 162,000 95,557 (135,824} 121,733 121,733
Claims/Judgments Payable 960,947   335,319 (241,553) 1,054,713 127,243

Total Long-Term Liabilities $ 2,567,320 $ 799,404 $ (714,004) $  2,652,720 $ 312,836

Major Component Units:      

Notes Payable $ 15,040 $ 1,704 $ (3,391} $ 13,353 $ 4,193
Bonds Payable 308,544 56,071 (25,984} 338,631 19,935
Capital Leases Payable 1,650 (50) 1,600 52
Intergovernmental Payable 725 1 (169) 557 33

 
 

Total Long-Term Liabilities 

 
 

$ 325,959   $ 

 
 

57,797 $ (29,594)  $ 

 
354,162 

-$--2-4,2-34 

Compensated Absences 21 21 21 
 

""Notes Payable, Bonds Payable and Capital Leases Payable includes $403,498, $25,685,000 and $24,476,828 
respectively, classified as Due to Component Units in the Statement of Net Position for the University System. Of the 
above amounts, $40,329, $1,390,000 and $1,449,819 are shown as current. 

Bonds payable reductions include amortization of premium. 

Major Component Units

  Fiscal Year  

 
 

Principal 

 
 

Interest 
2015 $ 3,080 $ 226 
2016 1,461 386 
2017 2,222 330 
2018 1,079 290 
2019 4,050 208 

2020-2024 748 41 
2025-2029 383 87 
2030-2034 117 60 
2035-2039 145 31 
2040-2044   68 3 

Notes Payable $ 6,211 $ - $ (1,231) $ 4,980 $
Bonds Payable 180,757 (17,726) 163,031
Capital Leases Payable 1,068 61 (462) 667
Compensated Absences 43,524 30,560 (28,632) 45,452
Claims/Judgments Payable 9,888 5,601 (6,113) 9,376
Net Pension & OPEB Obligation 1,830 2,830 (2,174) 2,486
Long-Term Liabilities $ 243,278 $ 39,052 $ (56,338) $ 225,992  ..$.._
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Internal service funds predominately serve the 
governmental funds. Accordingly. long-term liabilities for 
them are included as part of the above totals for 
governmental activities. At year end. $2,201,614 of 
internal   service   fund   compensated   absences   and 
$8,000,044 of claims and judgments are included in the 
above amounts. Other governmental activities 
compensated absences generally have been liquidated 
by the General Fund ( 59%), the Highway Fund (12%), 
the Federal Fund (17%),and other various funds. Other 
governmental activities claims and judgments have all 
been liquidated by the Petroleum Release 
Compensation Fund. 

 

3. REFUNDED DEBT 

University  System 

Mavville State University 

Mayville State University issued $1.850 million of 
Facilities Revenue Bonds (Series 2013) with an interest 
rate ranging from 2.0 percent to 3.25 percent. The 
bonds were used to recall $1.766 million of outstanding 
Series 2003 Housing and Auxiliary Revenue bonds. The 
bonds were refunded to reduce total debt service 
payments  over  the  next  20  years  by  approximately 
$124,000. The economic gainwas $118,000. 

North Dakota State University 

North Dakota State University issued $8.505 million of 
Housing and auxiliary Revenue Refunding Bonds 
(Series 2014) with ah interest rate of 2.0 percent to 4.0 
percent. The bonds were used to recall $8.505 million of 
outstanding Series 2004 Housing and auxiliary Revenue 
bonds. The bonds were refunded to reduce total debt 
service payments over the next 20 years by 
approximately $1.6 million. The economic gain was $1.1 
million. 

M. ARBITRAGE REBATE PAYABLE 

Arbitrage as it applies to government financing refers to 
the ability of state governments to obtain funds at a tax- 
exempt rate of interest and to then invest those funds in 
investments which earn a higher yield, resulting in a 
profit to the issuer. 

 
The arbittage rebate rules require that any earnings from 
the investment of the tax-exempt bond proceeds which 
exceed the yield on the bonds be remitted to the federal 
government. 

 
The State has an arbitrage rebate payable to the federal 
government of approximately $86,000 at June 30, 2014. 
These amounts are reported in the  Govemment-wide 
and Proprietary Fund Type financial statements as an 
intergovernmental  payable. 

 
N. DEFERRED INFLOWS OF RESOURCES 

GRANTS       RECEIVED        PRIOR       TO      
TIME REQUIREMENTS 

 
This amount represents unavailable revenue. The 
amounts are deferred and recognized as an inflow of 
resources in the period that the amounts become 
available 

 
INCREASE IN FAIR VALUE OF HEDGING 
DERIVAT IVES 

 
This amount represents the changes in fair value 
of futures. 

 
NOTE 4 - NET POSIT I ON 

 
The government-wide Statement of Net Position reports 
$4,966,178,100  of  restricted  net  position. of whicll 
$1,189,295,981 is restricted by enabling legislation. 
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NOTE 5 - Major Purpose Presentation 
 

Fund Balances Classifications and Special Revenue by Purpose - The Governmental Accounting Standards Board, in 
Statement No. 54, requires presentation of governmental fund balances and special revenue fund revenues by specific 
purpose.In the basic financial statements, the fund balance classifications are presented in the aggregate. The tables 
presented below further display the fund balances by major purpose. 

 
 

Federal Special Revenue Fund by Source 
 

The Federal Special Revenue fund accounts for all the financial resources from the federal government. 

 
  Total   

 

Intergovernmental $ 1,366,175,908
Sales and.Services 227,656
Royalties and Rents 5,771
Interest and Investment Income 5,966
Miscellaneous 3,733,942
Transfers In   61 718

Total Federal Special Revenue $ 1,370,210,961

 
 
 
 
 

State Special Revenue Fund by Source 
 

The State Special Revenue fund is used for activities from state sources,which are restricted legally or committed for the 
particular costs of an agency or program. 

 

 
Individual and Corporate Income Taxes  $ 

Total 

19,825,525 
 

Sales and Use Taxes 352,037,734
Oil,Gas, and Coal Taxes 1,768,786,012
Business and Other Taxes 32,570,331
Licenses, Permits and Fees 187,821,087
Intergovernmental 60,948,533
Sales and Services 48,894,472
Royalties and Rents 447,907,264
Fines and Forfeits 16,852,568
Interest andInvestment Income 386,073,549
Tobacco Settlement 33,896,173
Commodity Assessments 24,788,270
Miscellaneous 32,024,627
Transfers In 59,726,253

Total State Special Revenue $ 3,472,152,398
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Governmental Fund Balance By Purpose 
 

SQecialRevenue  

Nonmajor 
Governmental 

 
Fund Balances: 

Nonspendable 

  General     Federal    State      Funds     Total   

Inventory $ 2,828,687 $ 8,965,454 $ 7,999,315 $ $ 19,793,456
Long- Term Receivables 25,032 25,032
Prepaid Expenditures 2,419,083 1,816,884 3,352,489 7,588,456
Legal Requirements 2,442,408,819 2,442,408 ,819
Permanent Trust Fund   66,1 16,742   66,116,742

Total Nonspendable  2,447,681,621      10,782,338 11,351,804   66,116,742   2,535,932 ,505
 

Restricted for: 
 

State Education Aid 
Distribution to 

 487,932,679  487,932,679

Common Schools 3,318,620,254 3,318,620,254
Health & Human Services 9,260,987 9,260,987
Judicial & Legal 188,346 188,346
Public Safety & Corrections 5,853,880 5,853,880
Agriculture & Commerce 33,645,555 33,645,555
Highway Projects 272,799,019 272,799,019
Transportation 26,286,865 26,286,865
Debt Services 23,468,520 23,468,520
Other  728,203,919 2,058,000   730,261,919

Total Restricted       4,88 2,791,504   25,526,520   4,908,318,024

Committed to: 
 

Tobacco Prevention 52,277,371 52,277,371
Judicial & Legal 12,118,291 12,118,291
Public Safety & Corrections 89,635,435 625,104 90,260,539
Agriculture & Commerce 24,844,248 24,840,195 49,684,443
State Rail and Special 
Roads 

  
2,564,486

  
2,564,486

Property Tax Relief 657,000,000 657,000,000
Stabilization 586,199,881 586,199,881
Strategic Investments & 
Improvements 

  
1,276,047,586

  
1,276,047,586

Other 7,740,602   269,984,051   276,264   278,000,9 17
Total Committed 1,365,420,166 1,638,457,084 276,264 3,004,153,514

Assigned to: 
 

Education Programs 
Human Services    1,538,855  1,538,855

Operations 46,446,604 46,446,604
Judicial & Legal 14,845,088 14,845,088
Public Safety & Corrections 
Strategic Investments & 
Improvements 

   7,016,522
 

141,197,060

 7.016,522
 

141.197,060
Agriculture & Commerce 1,364,226 1,364,226
Other  11,994,738    11,994,738

Total Assigned    224,403,093  224.403,093

Unassigned 1,421,552,566 (5,175,973} 1,416,376,593 
 

 

Total Fund Balances $  5,234,654,353   $ 5,606,365   $ 6,757,003,485    $  91 ,919,526    $  12,089,183 ,729 
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NOTE 6 - RETI REMENT SYSTEMS 
 

A. DESCRIPTION OF PLANS 

The State of North Dakota administers four major 
retirement systems: North Dakota Public Employees' 
Retirement System, North Dakota Highway Patrolman's 
Retirement System, Retirement Plan for the Employees 
of Job Service North Dakota and the Teachers' Fund for 
Retirement. The State also administers the North Dakota 
Defined Contribution Retirement Plan, which was estab- 
lished January 1.2000. These retirement systems have 
implemented Governmental Accounting Standards 
Boards Statements No. 25, Financial Reporting for 
Defined Benefit Pension Plans and Note Disclosures for 
Defined Contribution Plans, and Statement No. 27, 
Accounting for Pensions by State and Local 
Governmental Employers. Certain state employees may 
also participate in a privately administered retirement 
system: Teachers' Insurance Annuity Association. The 
following is a brief description of each plan. More 
detailed information can be found in the plan 
agreements and the related legislation. 

 
NORTH DAKOTA PUBLIC EMPLOYEES' 
RETIREMENT SYSTEM (PERS) 

The North Dakota Public Employees' Retirement System 
(PERS) is a cost-sharing multiple-employer defined 
benefit pension plan covering substantially all employees 
of the State of North Dakota, its agencies, and various 
participating political subdivisions (Main System).It also 
covers Supreme and district court judges, the National 
Guard Security Officers  and  Firefighters, and  as of 
August 1, 2003, peace officers and correctional officers 
employed by political subdivisions. It is not subject to the 
provisions of the Employee Retirement Security Act of 
1974. PERS issues a publicly available financial report 
that may be obtained by writing to North Dakota Public 
Employees Retirement System, 400 East Broadway, 
Suite 505, Bismarck, North Dakota 58501. 

 
At June 30, 2014, the number of participating local 
political subdivisions in PERS was: 

 

Cities and Park Districts 86

Counties 49
School Districts 119

Other 73

Total Participating Local 
Political Subdivisions 

 
327

 
Death and disability benefits are set by statute. If an 
active employee dies with less than three years of 
service for the Main System and National Guard/Law 
Enforcement, or less than five years of  service for 
Supreme and district court judges, a death benefit equal 
to the value of the employee's accumulated 
contributions, plus interest, is paid to the employee's 
beneficiary.If the employee has earned more than three 

years of service for the Main System and National 
Guard/Law Enforcement, the surviving spouse will be 
entitled to a single payment refund, lfe-time monthly 
payments in an amount equal to 50% of the employee's 
accrued normal retirement benefit, or monthly payments 
in an amount  equal to the employees' accrued  100% 
joint and survivor retirement benefit if the member had 
reached normal retirement age prior to date of death. If 
the surviving spouse dies before the employee's 
accumulated pension benefits are paid, the balance will 
be payable to the surviving spouse's designated 
beneficiary. 

 
For judges only, the death benefit is changed to the 
greater of (i) lump sum payment of accumulated 
contributions, and (ii) 100% of the member's accrued 
benefit (not reduced on account of age), payable for the 
spouse's lifetime. 

 
Eligible employees who become totally disabled after a 
minimum of 180 days of service receive monthly 
disability benefits that are equal to 25% of their final 
average salary with a minimum benefit of $100. To 
qualify under this section, the employee has to become 
disabled during the period of eligible employment and 
apply for benefits within one year of termination. The 
definition for "disabled"is set by the Board in the North 
Dakota Administrative Code. 

 
For Judges only, the disability benefit formulais changed 
to 70% of final average salary minus social security and 
workers compensation benefits. 

 
Pension benefits are set by statute. The System has no 
provisions or policies with respect to automatic and ad 
hoc post-retirement benefit increases. Employees are 
entitled to unreduced monthly pension benefits 
beginning when the sum of age and years of credited 
service equals or exceeds 85 or at normal retirement 
age (65), equal to 2.00% of their average monthly salary, 
using the highest 36 months out of the last 180 months 
of service, for each year of service. The plan permits 
early retirement at ages 55-64, with three or more years 
of service for the Main System and five or more years of 
service for the Supreme and district court judges. The 
monthly pension benefit for Supreme and district court 
judges at normal retirement age (65) or the rule of 85 is 
equal to a percentage of average monthly salary using 
the highest 36 consecutive months out of the last 180 
months of service. The percentage is equal to 3.5% of 
final average monthly salary multiplied by the first 10 
years of service, plus 2.80% of final average monthly 
salary times the second 10 years of service, plus 1.25% 
of final average monthly salary times years of service in 
excess of 20 years. The judicial retirement formula is 
only applied to eligible judicial service. Non-judicial 
service benefits are calculated using the 2.00% 
multiplier, The monthly pension benefit for National 
Guard at normal retirement age (55), and Law 
Enforcement, normal retirement age (55) or the rule of 
85, is equal to 2.00 percent of their average monthly 
salary, using the highest 36 months out of the fast 180 
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months of service, for each year of service. The plan 
permits earty retirement at ages 50-55 With three or 
more years of service. 

 
Employees may elect to receive the pension benefits in 
the form of a single life, joint and survivor, term<ertain 
annuity, or  partial lump  sum  With  ongoing  annuity. 
Employees  may  elect  to  receive  the  value of their 
accumulated contributions, plus interest, as a lump sum 
distribution upon retirement or termination, or they may 
elect to receive their benefits in the form of an annuity. 
For each member electing an annuity,total payment Will 
not   be   less than the  employee's  accumulated 
contributions plus interest. 

 
The System is funded by employee contributions (set by 
statute). During the 1983-1985 biennium, the State 
implemented the employer pickup provision of the IRS 
code, whereby a portion or all of the required employee 
contributions are made by the employer. The State is 
paying 4% of the full employee contribution. Some of the 
political subdivisions are paying all or part of the 
employee contributions. Member contribution rates are 
established as a percent of covered compensation as 
follows: 

 
 
 
 
 
 

National Guard 
 

Law Enforcement with 
previous service 
State 6.00% 6.00% 

 

Political subdivisions 5.00% 5.50%
Law Enforcement without 

previous service 
 

5.00% 
 

5.50%

Employer contnbutions are established as a percent of 
covered compensation as follows: 

 

 Effective 
1/1/2013

Effective
1/1/2014

PERS 6.12% 7.12%
Judges Retirement 

System 
 

16.52%
 

17.52%
National Guard 

Retirement System 6.50% 7.00%
Law Enforcement with 

 

previous service 
State 10.31% 10.31%
Political subdivisions 9.31% 9.81%

Law Enforcement without 
previous service 

 

7.43% 
 

7.93%

 

The required contributions are determined using an entry 
age normal actuarial funding method. 

 
Except for Supreme and district court judges, the 
employees' account balance includes the vested 
employer contributions equal to the employee's 
contributions to an eligible deferred compensation plan. 

The minimum member contribution is $25, and the 
maximum may not exceed certain parameters based 
upon years of service. 

 
The North Dakota Retirement Board was created by the 
State Legislature and is the governing authority of 
PERS. Benefit and contribution provisions are adminis- 
tered in accordance with chapter 552 of the North 
Dakota Century Code. 

 
Responsibility for administration of the defined benefit 
pension plans is assigned to a Board comprised of 
seven members. The Board consists of a Chairman, 
who is appointed by the Governor; one member 
appointed by the Attorney General; one member 
appointed by the State Health Officer; three members 
elected by the active membership of  the NDPERS 
system; and one member elected by the retired public 
employees. 

 
NORTH DAKOTA HIGHWAY PATROLMEN'S 
RETIREMENT SYSTEM CNDHPRS) 

The North Dakota Highway Patrolmen's Retirement 
System is a single-employer defined benefit pension 
plan covering substantially all sworn officers of the 
Highway Patrol of the State of North Dakota. It is not 
subject to the provisions of the Employee Retirement 
Income Security Act of 1974. NDHPRS issues a publicly 
available financialreport that may be obtained by writing 
to North Dakota Public Employees Retirement System, 
400 East Broadway, Suite 505, Bismarck, North Dakota 
58501. 

 
Death and disability benefits are set by statute. If an 
active employee dies with less than 10 years of credited 
service, a death benefit equal to the value of the 
employee's accumulated contributions, plus interest, is 
paid to the employee's beneficiary. If the employee has 
earned more than 10 years of credited service, the sur- 
viving spouse,if any,will be entitled to a single payment 
refund, life-time monthly payments in an amount equal to 
50 percent of the employee's accrued normal retirement 
benefit. If the surviving spouse dies before the 
employee's accumulated pension benefits are paid, the 
balance will be payable to any designated beneficiary. 

 
Eligible employees who become totally disabled after a 
minimum of 180 days service receive monthly disability 
benefits that are up to 70 percent of their final average 
salary, reduced by workers compensation With a mini- 
mum benefit of $100. To qualify under this section, the 
employee must meet the criteria established by the 
Retirement Board for being considered totally disabled 
and apply for benefits withinone year of termination. 

 
Pension benefits are set by statute. The System has no 
provisions or policies With respect to automatic and ad 
hoc post-retirement benefit increases. Employees are 
entitled to unreduced pension benefits after a minimum 
of 10 years of service upon attainment of age 55 or 
when the sum of age and years of credited service 
equals or  exceeds  80. The  annual  pension benefit is 

 Effective 
1/1/2013

Effective
1/1/2014

PERS 
Judges Retirement 

System 

6.00% 
 

7.00%

7.00%
 

8.00%

Retirement System 4.00% 4.50%
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equal to a percentage of average monthly salary using 
the highest 36 months out of the last 180 months of 
service.The percentage is equal to the sum of the first 
25 years of service multiplied by  3.60% and 1.75% 
multiplied byyears of serviceih excess of 25,if any.The 
plan permits early retirement at ages 50-54, with ten or 
more years of service. 

 
Members may elect to receive the pension benefits in 
the form of a single life, joint and survivor, term-certain 
annuity,  or  partial  lump  sum  with  ongoing  annuity. 
Members  may  elect  to  receive  the  value  of  their 
accumulated contributions, plus interest, as a lump sum 
distribution upon retirement ot termination, or they may 
elect to receive their benefits in the form of an annuity. 
For each member electing an annuity, total payment will 
not be less than the members'  accumulated 
contributions plus interest 

 
The System is funded by member and employer 
contributions, which are set by statue as a percent of 
covered compensation. The State is paying 4% of the 
member contribution. Contribution rates are as follows: 

 
Effective Effective 
1/1/2013 1/1/2014 

publicly available financial report that may be obtained 
by writing to Job Service North Dakota, PO Box 5507, 
Bismarck, North Dakota 58506-5507 . 

 
On August 1,2003, the administrative authority and the 
net position of the Retirement Plan for Employees of Job 
Service North Dakota were transferred from the agency 
to the Public Employees Retirement System Board. This 
action was based on the passage of House Bill 1064 by 
the Fifty-eighth Legislative Assembly of North Dakota. 
The Retirement Plan for Employees of Job Service has 
an  Actuarial  Valuation  Report  produced  annually. 
Requests to  obtain or  review this report should be 
addressed to the Executive Director,NDPERS,400 East 
Broadway, Suite 505, Bismarck , North Dakota 58501. 

 
Participation  in  the  plan  is   limited  to  employees 
participating  in  the  plan  as  of  September  30, 1980. 
Employees  were  vested  in  the  program  after  the 
completion of five years of credited service. 

 
The plan provides retirement, disability and death 
benefits.If document the death of a participant occurs 
prior to their annuity starting date, the surviving spouse 
who has been married at least two years prior to the 
participant's death or,if married less than two years is a 

Member contributions 
Employer contributions 

12.3
% 
18.7% 

13.3% 
19.7% 

parent of a child of this marriage, then the spouse shall 
receive monthly benefits. The amount is the greater of 
the benefit had the participant retired on the day before 

The required contributions are determined using an entry 
age normal cost method. The North Dakota Retirement 
Board was created by the State Legislature and is the 
governing authority of NDHPRS. Benefit and contribution 
provisions are administered in accordance with chapter 
39-03 of the North Dakota Century Code. 

 
REFUNDS OF MEMBER CONTRIBUTIONS 

Upon termination, if an employee is not vested (is not 65 
or does not have three years of service for the Main 
System and National Guard/law Enforcement, or five 
years of service for the Supreme and district court 
judges, credited for PERS,or is not 60 or does not have 
ten years of service credited for NDHPRS), they will 
receive the accumulated employee contributions plus 
interest. If an employee has vested, they have the option 
of applying for a refund or can remain as a terminated 
vested participant. If an employee of the PERS 
terminated and withdrew their accumulated employee 
contribution and is subsequently re-employed,they have 
the option of repurchasing their prior service. 

 
RETIREMENT PLAN FOR THE EMPLOYEES OF JOB 
SERVICE NORTH DAKOTA (JSND) 

The retirement plan for employees of Job Service North 
Dakota is a single-employer defined benefit public 
employee retirement plan administered by PERS. The 
plan is established under NDCC 52-11-01 with benefit 
provisions established through the plan document, as 
amended by the Board. This plan document, as 
amended, is authorized by the Plan Administrator, who 
is the Executive Director of the agency. JSND issues a 

they died and elected the Contingent Annuitant Option 
with 55% of their retirement benefit continued to their 
spouse or 55% of the smaller of 40% of the deceased 
participant's average monthly earnings or the deceased 
participant's normal retirement benefit obtained by 
increasing their credited service by the period of time 
between their date of death, and the date they would 
have attained age 60. Upon remarriage of the surviving 
spouse before age 60, the death benefit will cease. 

 
If a participant becomes totally disabled, they will be 
eligible for a monthly disability benefit which shall be 
equal to the greater of 40% of the participant's average 
annual earnings or the accrued benefit determined as of 
their date of disability. 

 
Benefits are established through the plan document, as 
amended. The System provides a post-retirement cost- 
of living adjustment each year based on the Consumer 
Price Index. Employees are entitled to annual pension 
benefits beginning at normal retirement age (65). 
Employees may elect optional retirement eligibility at age 
62 with 5 years of credited service, at age 60 with 20 
years of credited service, or at age 55 with 30 years of 
credited service. Pension benefits are calculated based 
on the final average earnings {basic  monthly earnings 
averaged over the highest three consecutive years of 
basic earnings) of the employee multiplied by the sum 
of: 

• 1.5% times years of credited service up to 5 plus; 
• 1.75% times years of credited service between 6 

and 10 plus; 
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• 2.0% times years of credited service in excess of 
10. 

 
The System is funded by employee contributions of 7% 
of  retirement  wages  (of  which  4%  is  paid  by  the 
employer  in  lieu  of  salary  increases). The  required 
employer  contributions  are  determined  using  the 
aggregate cost  method.  Benefit  and  contribution 
provisions of the JSND are administered in accordance 
with chapter 52-11 of the North Dakota Century Code. 
Effective July 1, 1999, the "scheduled contribution" will 
be zero as long as the Plan's actuarial value of assets 
exceeds  the   actuarial  present  value  of  projected 
benefits. The "scheduled contribution" and amortization 
will be determined when the plan is not in surplus and 
will  be  based  on  a  funding  pol cy  adopted  by  the 
employer. 

 
TEACHERS' FUND FOR RETIREMENT (TFFR) 

The North Dakota Teachers' Fund for Retirement is a 
cost-sharing multiple-employer defined benefit pension 
plan covering all North Dakota public teachers and 
certain other teachers who meet various membership 
requirements. TFFR provides for pension, death and 
disability benefits. The cost to administer the TFFR plan 
is financed by investment income and contributions. 

 
Responsibility for administration of the TFFR benefits 
program is assigned to a seven-member Board  of 
Trustees (Board). The Board consists of the State 
Treasurer, the Superintendent of Public Instruction, and 
five members appointed by the Governor. The 
appointed members serve five-year terms which end on 
June 30 of alternate years. The appointed Board 
members must include two active teachers , one active 
school administrator, and two retired members. The 
Board submits any necessary or desirable changes in 
statues relating to ttie administration of the fund, 
including benefit terms, to the Legislative Assembly for 
consideration. The Legislative Assembly has final 
authority for changes to benefit terms and contributions 
rates. 

 
Teachers' Fund for Retirernent issues a publicly 
available financial report that may be obtained by writing 
to the Retirement and Investment Office, 1930 Burnt 
Boat Drive, Bismarck, North Dakota 58503. 

 
At June 30, 2014, the number of participating employer 
units in TFFR was: 

For purposes of determining pension benefits, members 
are classified within one of three  categories. Tier 1 
grandfathered and Tier 1 non-grandfathered members 
are those with service credit on file as of July 1, 2008. 
Tier 2 members are those newly employed and returning 
refunded members on or after July 1, 2008. 

 
Tier 1 Grandfathered - A Tier 1 grandfathered member 
is entitled to receive unreduced benefits when three or 
more years of credited service as a teacher in North 
Dakota have accumulated, the member is no longer 
employed as a teacher and has reached age 65, or the 
sum of age and years of service equals or exceeds 85. 
TFFR permits early retirement from ages 55 to 64, with 
benefits actuarially reduced by 6% per year for every 
year the member's retirement age is less than 65 years 
or the date as of which age plus service equal 85. In 
either case, benefits may not exceed the maximum 
benefits specified in Section 415 of the Internal Revenue 
Code. 

 
Pension benefits paid by TFFR are determined by 
NDCC Section 15-39.1-10. Monthly benefits under TFFR 
are equal to the three highest annual salaries earned 
divided by 36 months and multiplied by 2.00% times the 
number of service credits earned. Retirees may elect 
payment of benefits in the form of a single life annuity, 
100% or 50% joint and survivor annuity, ten or twenty- 
year term certain annuity, partial lump-sum option or 
level income with Social Security benefits. Members may 
also qualify for benefits calculated under other formulas. 

 
Tier 1 Non-grandfathered • A Tier 1non-grandfathered 
member is entitled to receive unreduced benefits when 
three or more years of credited service as a teacher in 
North Dakota have accumulated, the member is no 
longer employed as a teacher, and the member has 
reached the age 65, or has reached age 60 and the sum 
of age and years of service credit equals or exceeds 90. 
TFFR permits early retirement from ages 55-64, with 
benefits actuarially reduced by 8% per year from the 
earlier of age 60/Rule of 90 or age 65. In either case, 
benefits may not exceed the maximum benefits specified 
in Section 415 of the Internal Revenue Code. 

 
Pension benefits paid by TFFR are determined by 
NDCC Section 1539.1-10. Monthly  benefits  under 
TFFR are equal to the three highest salaries earned 
divided by 36 months and multiplied by 2.00% times the 
number of service credits earned. Retirees may elect 
payment of benefits in the form of a single life annuity, 
100% or 50% joint and survivor annuity, ten or twenty- 

Type 
Public School Districts 
County  Superintendents 
Special Education Units 
Vocational Education Units 
Other 

Total 

Number 
178 

7 
19 
5 

10 
 

  219   

year term certain annuity, partial lump-sum option or 
level income with Social Security benefits. Members 
may also qualify for benefits calculated under other 
formulas. 

 
Tier 2 - A ner 2 rnember is entitled to receive 
unreduced benefits when five or more years of credited 
service as a teacher in North Dakota have accumulated, 
the member is no longer employed as a teacher and has 
reached age 65, or has reached age 60 and the sum of 
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age and years of service credit equals or exceeds 90. 
TFFR permits early retirement from ages 55 to 64, With 
benefits actuarially reduced by 8% per year from the 
earlier of age 60/Rule of 90 or age 65. In either case, 
benefits may not exceed the maximum benefits specified 
in Section 415 of the Internal Revenue Code. 

 
Pension  benefits  paid  by TFFR are  determined  by 
NDCC Section 15-39.1-10. Monthly benefits under TFFR 
are equal to the five highest annual salaries earned 
divided by 60 months and multiplied by 2.00% times the 
number of service credits earned. Retirees may elect 
payment of benefits In the form of a single life annuity, 
100% or 50% joint and survivor annuity, ten or twenty- 
year term certain annuity, partial lump-sum option or 
level income with SocialSecurity benefits. Members may 
also qualify for benefits calculated under other formulas. 

 
Death benefits may be paid to a member's designated 
beneficiary. If a member's death occurs before  retire- 
ment,the benefit options available are determined by the 
member's vesting status prior to death.If a member's 
death occurs after retirement, the death benefit received 
by the beneficiary (if any) is based on the retirement plan 
the member selected at retirement. 

 
An active member is eligible to receive disability benefits 
when:(a) a total disability lasting twelve months or more 
does not allow the continuation of teaching, (b) the 
member has accumulated one year of credited servicein 
North Dakota, and (c) the Board of Trustees of TFFR 
has determined eligibility based upon medical evidence. 

The amount of the disability benefit is computed by the 
retirement formula In NDCC 15-39.1-10 without consid- 
eration of age and uses the member's actual years of 
credited service. There is no actuarial reduction for 
reason of disability retirement. 
Member and employer contributions paid to TFFR are 
set by NDCC 15-39.1-09. Every eligible teacher in the 
state of North Dakota is required to be a member of 
TFFR and is assessed at a rate of 9.75% of salary as 
defined by NDCC 15-39.1-04. Every governmental body 
employing a teacher must also pay into TFFR a sum 
equal  to  10.75%  of  the  teacher's  salary.  Member 
contributions will increase to 11.75% on July 1, 2014. 
Employer contributions will increase to 12.75% on July 
1, 2014. Member and employer contributions will be 
reduced to 7.75% each when the fund reaches 100% 
funded ratio on an actuarial basis. 

 
A vested member who terminates covered employment 
may elect a refund of contributions paid plus 6% or defer 
payment until eligible for pension benefits. A nonvested 
member who terminates covered employment must 
claim a refund of contributions paid before 70Y:i. 

 
Refunded members forfeit all service credits under 
TFFR. These service credits may be repurchased upon 
return to covered employment under certain 
circumstances,as defined by the NDCC. 

 
The following table summarizes membership information 
by plan at the actuarial valuation date: 

 
 

Retirees and Beneficiaries 
  PERS  NDHPRS   JSND     TFFR  

Currently Receiving Benefits: 9,355 117 213 7,747

Special Prior Service Retirees: 7    

Terminated Employees:     

Vested 4,372 11 1,509

Nonvested   4, 050    8       661  

Total Terminated Employees 8,422 19  9,917 

Active Employees:     

Vested 15,701 75 13 7,406

Nonvested   6,561    81       2,899  

Total Active Employees 22,262 156 13 10,305 

Date of Annual Valuation July 1,2015 July 1,2015 July 1,2015 July 1,2014

 
The above table includes retirees and beneficiaries currently receiving benefits and terminated employees entitled to 
bene1its, but not yet receiving them. 
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Realized gains and losses on sales of investments are 
components of net change in fair value of investments 
and are computed as described in note 1. For the year 
ended June 30, 2014, the following are the net realized 
gains (losses): 

Century Code 15-39.1-09.It is required that every eligi- 
ble teacher be a member of the Fund and assessed at a 
rate of 9.75 percent of gross salary and that every 
governmental body employing a teacher pay into the 
plan a sum equal to 10.75 percent of the teacher's 
salary.  On July  1, 2014,  member contributions will 

 

PERS $140,363,845 increase to 11.75 percent  and  employer contributions
NDHPRS 4,096,107 will increase to 12.75 percent.  Member and employer
JSND 4,758,174 contributions will be reduced to 7.75 percent each when
TFFR 129,815,358 the fund reaches 100%  funded  ratio  on an actuarial
Retiree Health Insurance Credit 1,495,120 basis.
Defined Contribution (478,557)
Deferred  Compensation 880,073 METHOD USED TO VALUE INVESTMENTS

B. SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES AND PLAN ASSET MATTERS 

BASIS OF ACCOUNTING 

The public employee retirement systems described 
above are considered part of the State of North Dakota's 
reporting entity and are included in the State's financial 
statements as pension trust funds. The financial 
statements of these systems are prepared using the 
accrual basis of accounting. Employee contributions are 
recognized as revenues in the period in which they are 
due. Employer contributions are recognized when due 
and the employer has made a formal commitment to 
provide the contribution. Benefits and refunds are 
recognized when due and payable in accordance with 
the terms of the plans. 

 
METHOD USED TO DETERMINE EMPLOYER 
CONTRIBUTIONS 

Employer contributions for the PERS and NDHPRS were 
determined by an actuarial formula identified as entry 
age normal cost method. This method produces an 
employer contribution rate consisting of (1) an amount 
for normal cost, (2) an amount for amortization of the 
unfunded accrued liability over an open period of 20 
years,  and  (3)  the  amount  necessary  to  provide  for 
operating expenses. Contribution rates for the Defined 
Contribution Plan are set by state statue and are a 
percentage of salaries and wages. 

 
In 2011, the Legislative Assembly passed an increase in 
the employee and employer contribution rates for the 
PERS, Judges, Law Enforcement, Highway Patrol and 
Defined Contribution plans. Effective January 2013, the 
employee contribution rate will be increased by 1% and 
the employer contribution rate will be increased by 1%. 
Effective January 2014, both the employee and 
employer contribution rates will be increased by an 
additional 1%. 

Investments are recorded at fair value determined by 
reference to published mari<et data for publicly traded 
securities and through the use of independent valuation 
services and appraisals for other investments. The net 
increase in fair value of investments consists of the 
realized gains or losses and the unrealized increase or 
decrease in fair value of investments during the year. 
Realized gains and losses on sales of investments are 
computed based on the difference between the sales 
price and the original cost of the investment. Unrealized 
increases ordecreases are computed based on changes 
in the fair value of investments between years. Security 
transactions are accounted for on a trade date basis. 
Interest income is recognized. when earned. Dividend 
income is recorded on the ex-dividend date. 

 
Investments of PERS and NDHPRS are commingled 
and invested. Earnings on the investments and 
expenses relating to administering the plans are 
allocated to each plan based upon their percentage of 
ownership or number of participants. 

 
INVESTMENT POLICY 

 
The System's Board is responsible for establishing the 
investment policy for the fund assets, which includes 
setting investment goals and specifying the percentage 
of assets to beinvested in various types of investments. 
The investment goals are viewed over the long term. 
The Board recognizes the plans' performance 
objectives,  benefit  projections,  and  capital  market 
expectations when detennining the asset allocation. The 
SIB   is   responsible   for managing  the System's 
investments in accordance with the investment policy. 
The following was the System's asset allocation policy 
as of June 30, 2014: 

 
PERS and NDHPRS 

 
Target 

Allocatlon 

Contribution rates for JSND are established in the plan 
document, as amended, actuarially determined using the 
frozen initial liability actuarial cost method which is the 
same as the aggregate cost method. 

 
The contribution rate is not actuarially determined for 
TFFR; it is set by statutory law under the North Dakota 

Domestic equities 
International equities 
Private equity 
Domestic fixed Income 
International fixed income 

Global real assets 
Cash equivalents 
Total 

31.0% 
21.0% 
5.0% 

17.0% 
5.0% 

20.0% 
  1. 0%   

100.00% 
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JSND 

 
 

Domestic equities 
International equities 
Domestic fixed income 
International fixed income 
Total 

 
 
 

Target 
Allocation 

31.0% 
9.0% 

55.0% 
5.0% 

100.00% 

analysis designed to assist the Board in determining an 
acceptable volatility target for the fund and an optimal 
asset allocation policy mix. This asset-liability analysis 
considers both sides of the plan balance sheet, utilizing 
both quantitative and qualitative inputs, in order to 
estimate the potential impact of various asset class 
mixes on key measures of total plan risk, including the 
resulting established impact of funded status and 
contribution rates. 

The TFFR Board  is responsible for establishing 
investment policy for the fund assets under NDCC 15- 
39.1-05.2, Benefit payments are projected to occur over 
a long period of time. This allows TFFR to adopt along- 
term investment horizon and asset allocation policy for 
the management of fund assets. Asset allocation policy 
is critical because it defines the basic risk and return 
characteristics of the investment portfolio. Asset 
allocation targets are established using an asset-liability 

 
TFFR 

 
 

Global equity• 
Global fixed income 
Global real assets 
Cash equivalents 
Total 

 
 

Target 
Allocation 

57.0% 
2.2.0% 
20.0% 

  1.0%   
100.00% 

"Private equity is included ih the Global Equity asset class. 
 

C. FUNDING STATUS AND PROGRESS 

NET PENSION LIABILITY OF THE PLANS 
 

The components of the net pension liability of the Plans at June 30,2014 were as follows: 
 

 
 
Total pension liability 

  PERS  

$ 2,918,552,143

   NDHPRS  

$ 75,432,901 

   JSND   

$ 65,046,433 

   TFFR  

$ 3,138,799,773 
Plan fiduciary net position   (2,281,582,863) (65,666,865} (97,696,628}  (2,090,977,056}

Net pension liability (asset) $ 636,969,280 $  9,766,036  $! 32,650,195       $ 1 , 047,822,717  
 
Plan fiduciary net position 

       

as a percentage of the total 
pension liability 78.18%  87.05%  150.20%  66.66%

 

INVESTMENT RATE OF RETURN 
 

 
The annual money-weighted rate of return on pension 
plan investments, net of pension plan investment 
expense, was as follows for June 30, 2014: 

PERS, NDHPRS AND JSND - For disabled retirees, 
mortality rates were based on 1983 Railroad Retirement 
Board Disabled Mortality Table. No provision was made 
for future mortality improvement after the measurement 
date. These assumptions are prescribed by the Board. 

 

PERS 
NDHPRS 
JSND 
TFFR 

16.29% 
16.20% 
13.46% 
16.35% 

TFFR - For active members, mortality rates were based 
on the post-retirement mortality rates multiplied by 60% 
for males and 40% for females. For inactive members 
and healthy retirees, mortality rates were based on 80% 
of GRS Table 378 and 75% of GRS Table 379.  For 

The money-weighted rate of return expresses 
investment performance, net of investment expense, 
adjusted for the changing amounts actually invested 

 
MORALITY REATES WERE BASED ON THE 
FOLLOWING: 

PERS AND NDHPRS - For active members, inactive 
members and healthy retirees, mortality rates were 
based on the RP-2000 Combined Health Mortality Table. 

 
JSND - For active members, inactive members and 
healthy retirees, mortality rates were based on the 1994 
Group Annuity Mortality Table. 

disabled retirees, mortality rates were based on the RP- 
2000 Disabled-Life tables for Males and Females 
multiplied by 80% and 95%, respectively. The actuarial 
assumptions used in the July 1, 2014 valuations were 
based on the results of an actuarial experience study 
dated January 21, 2010, for the period July 1, 2004 - 
June 30, 2009. An actuarial experience study is 
generally conducted every five years. 
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INVESTMENT RATE OF RETURN 
 

The long-term expected rate of return on investments 
was determined using a building-block method in which 
best-estimates ranges of expected future real rates of 
return (expected returns, net of investment expenses 
and inflation) are developed for each major asset class. 
These ranges are combined to produce the long-term 
expected rate of return by weighting the expected future 
real rates to return by the target asset allocation 
percentage and by adding expected inflation. The target 

TFFR 
 
 

Global equity* 
Global fixed income 
Global real assets 
cash equivalents 

 
DISCOUNT RATE 

 
 

Long-Term 
Expected Real 
Rate of Return 

7.50% 
1.40% 
5.40% 
0.00% 

allocation and projected arithmetic real rates of return, 
after deducting inflation, but before  investment 
expenses, used in the derivation of the long-term 
expected investment rate of returns assumptions for 
each major asset class are summarized in the following 
tables: 

 
PERS and NDHPRS 

Long-Term 
Expected Real 
Rate of Return 

The discount  rate used to  measure the total pension 
liability was 8.00%. The projection of cash flows used to 
determine the discount rate assumed that member and 
employer contributions will be made at rates equal to 
those based on the July 1, 2014 Actuarial Valuation 
Reports. For this purpose, only employer contributions 
that are intended to fund benefits of current plan 
members and their beneficiaries are included. Projected 
employer contributions that are intended to fund the 
services costs of future plan members and their 
beneficiaries, as well as projected contributions from 

Domestic equity 
International equity 
Private equity 
Domestic fixed Income 
International fixed Income 
Global real assets 
Cash equivalents 

 
JSND 

 
 

Domestic equities 
International equities 
Domestic fixed income 
International fixed income 

6.90% 
7.55% 

11.30% 
1.55% 
0.90% 
5.38% 
0.00% 

 

 
Long-Term 

Expected Real 
Rate of Return 

6.90% 
7.00% 
1.17% 
0.90% 

future plan members, are not included.   Based on those 
assumptions (For JSND, it is assumed no future 
contribution will be made.), the pension plan's fiduciary 
net position was projected to be available to make all 
projected future benefit payments of current plan 
members as of July 1, 2014. Therefore, the long-term 
expected rate of return on investments was applied to all 
periods of projected benefit payments to determine the 
total pension liability as of June 30, 2014. 

 
 
 

SENSITIVITY OF NET PENSION LIABILITY 
 

The following presents the net pension liability of the Plans as of June 30, 2014, calculated using the discount rate of 
8.00%, as well as what the Plan's net pension liability would be if it were calculated using a discount rate that is 1- 
percentage-pointlower (7.00%) or 1-percentage-point higher (9.00%) than the current rate: 

 

Net Pension Liability (Asset) 
  As of June 30, 2014   

1% Decrease 
  (7.00%)  

Current Discount Rate 
  (8.00%)   

1%Increase 
  (9.00%)  

PERS $989,279,303 $636,969,280 $342,385,541
NDHPRS 19,044,405 9,766,036 2,096,826
JSND (26,305,241) (32,650,195) (38,110,962)
TFFR 1.414,755,083 1.047,822,717 739.221.908
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ACTUARIAL ASSUMPTIONS 
 

PERS & HPRS: Schedule of Employer Contributions 
 

Val/Jatlon date: Actuarial determined contribution rates are calculated as of June 30, one year prior to the end of the 
fiscal year in which contributions are reported. 

 
Methods and assumptions used to determine contributions rates: 

 
Actuarial cost method  Entry Age Actuarial Cost  Method. Under  this method, the Normal Cost is 

determined as if the current benefit accrual rate had always been in effect. 
 

Amortization Method 

Remaining amortization period 

Level percent of payroll. 
 

20 years open,assuming 4.50% (4.00% for Judges) of payroll growth per annum. 

Asset Valuation Method Adjusted  market  value  that  immediately  recognizes  interest  and  dividends. The 
procedure recognizes 20% of each year's total appreciation (depreciation) beginning 
with the year of occurrence. After five years, the appreciation (depreciation) is fully 
recognized. 

 
JSND: Schedule of Employer Contributions 

 
Methods and assumptions used to determine contributions rates: 

 
Actuarial cost method Frozen Initial Liability Cost Method. The "annual contribution·under this method is 

the nonnal cost plus the payment required to amortize the unfunded initial actuarial 
accrued liability over a selected period of years. The normal cost is determined by 
calculating the total value of all future benefits,subtracting the outstanding balance 
(if any) of the unfunded initial actuarial accrued liability, subtracting the actuarial 
value of assets, and detennining payments (not less than zero) that are a level 
percent of pay over the future working lifetime of all participants. In the absence of 
an unfunded initial actuarial accrued liability,the Frozen Initial Liability Actuarial Cost 
Method is the same as the Aggregate Cost Method. 

 
The plan has assets in excess of the present value of future benefits. Therefore,no 
contribution is being made. 

 
 

PERS - HPRS - JSND:Schedule of Changes to the Net Pension Liability 
 

Methods and assumptions used to determine contributions rates: 
 

Actuarial cost method  Entry Age Actuarial Cost Method. Under this method, each employee's service cost 
is determined based on the same benefit terms reflected in that employee's actuarial 
present value of projected benefit payments. 

 

Asset valuation method The plan's assets (Fiduciary Net Position) are reported without actuarial smoothing. 
 

Inflation rate 3.50% 
 

Projected Salary increases  For PERS - Ranges from 8.25 from new members to 4.86% for members with 5 or 
more years of service (5.0% for judges). For HPRS - 3.85% per annum for first five 
years, then 4.50% per annum. For JSND -5.00% per annum 

 
Investment rate of return  8.00%. The net investment return assumption is a long-term estimate derived from 

historical data, current and recent market expectations, and professional judgment. 
As part of the analysis, a building block approach was used that reflects inflation 
expectations, and anticipated risk premiums for each of the portfolio's asset classes. 
as well as the Plan's target asset allocation. 

 
Cost of living adjustments 5.0% per annum for JSND, none for PERS and HPRS 
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Mortality PERS and HPRS - RP-2000 Combined Health Mortality Table with sex-distinct 
rates, set back three years. RP-2000 Disabled Mortality Table with sec-distinct 
rates,set back one year for males (not set back for females). 

 
JSND - Healthy: 1994 Group Annuity Mortality Table. 
Disabled: 1983  Railroad Retirement Board Disabled Life Mortality Table. These 
tables reasonably reflect the mortality experience of the Plan as of the measurement 
date. No provision was made for Mure mortality improvement after the 
measurement date. These assumptions are prescribed by the Board. 

 
TFFR 

 
Valuation date: Actuarial determined contribution rates are calculated as of June 30, one year prior to the end of the 
fiscal year in which contributions are reported. 

 
Methods and assumptions used to determine contributions rates: 

 
Actuarial cost method Entry Age  Actuarial  Cost Method. Under this  method, the  Normal  Cost  is 

determined as if the current benefit accrual rate had always been in effect. 
 

Amortization method Level percent of payroll, closed 

Remaining amortization period 29 years 

Asset valuation method 5-year smoothed 
 

Inflation 3.00% 
 

Salary increases 4.50% - 14.75%, including inflation 
 

Investment rate of return 8.00%, net of investment expenses, including inflation 
 

Retirement age Expected retirement ages of plan members were last adjusted in 2010 to more 
closely reflect actual experience. 

 
Cost of living adjustments None 

 
Mortal ty Assumed life expectancies were last adjusted in 2010 to more closely reflect actual 

experfence. 
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Schedule of Changes in Net Pension Liability and Related Ratios 
(Dollars in thousands) 

 

 
 

Total pension liability (asset) 

  PERS        NDHPRS        JSND      TFFR   

 

Service cost $ 94,611 $ 1,894 $ 88 $ 56,752
Interest 218,719 5,750  5,107 237,821
Change of benefit terms 
Difference between expected and actual experience 25,783 (300)  (1,607) 9,347
Changes of assumptions   
Benefit payments, including refund of employee   

contributions (119,886) (3,784)  (4,595) (162,259)

Net change in totalpension liability (asset) 219,227 3,560  (1,007) 141,661

Total pension liability (asset) - beginning      2,699,325   71,873    66,053    2,997,139

Total pension liability (asset) - ending (a) $ 2,918,552 $ 75,433  $ 65,046 $  3,138,800

 

Plan fiduciary net position      
Contributions - employer $ 61,661 $ 1,865  $ $ 64,437
Contributions - employee 59,394 1,243  56 56,555
Service credit repurchase 8,325 87   
Net investment income 316,630 9,240  11,888 294,246
Benefit payments, inch,.1ding refund of employee

contributions (119,886) (3,.784)  (4,595) (162,259)
Administrative expense (2,211) (28)  (31) (1,586)

Net change in plan fiduciary net position 323,913 8,623 7,318 251,393
Plan fiduciary net position - beginning 1!957,670 57!044  90!379 1,839,584

Plan fiduciary net position - ending (b) $ 2,281,583 $ 65,667  $ 97,697 $ 2,090,977

 
Net pension liability (asset) - ending (a) - (b)

 
$ 636,969

 
$ 9,766 

  
$ (32,651)

 
$ 1,047,823

 
Pian fiduciary net position as a percentage of the

     

total pension liability (asset) 78.18% 87.05%  150.20% 66.60%
Covered employee payroll $ 888.452 $ 9,348  $ 843 $ 580,053
Plan net pension liability (asset) as a percentage of

covered employee payroll 71.69% 104.47%  -3874.93% 180.60%
 

Compfete data for this schedule is not available prior to 2014. 
 

Notes to schedule: 
 

Benefit Changes - New employer and member contribution rates were adopted beginning January 1, 2014 for PERS, HPRS and TFFR. 
Those changes are reflected in the results shown above. There were no changes made to the plan provisions for JSNO. 
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D. CONTRIBUTIONS REQUIRED AND CONTRIBUTIONS MADE 

Schedule of Employer Contributions 
(Dollars in thousands) 

 

PERS  

2014 
 

2013 
 

2012 
 

2011 
 

2010 
 

2009 
 

2008 
 

2007 
 

2006 
 

2005 
Actuarially determined 
contribution 

 
$ 107,864 

 
$ 97,985

 
$  91,458

 
$ 82,910

 
$  54,158

 
$  40,327

 
$ 35,875 

 
$ 38,185 

 
$   31,906

 
$  31,845

Contributions In relation to the     
actuarially determined 
contribution   61,661   48,847       38,006   32,278       3 0,253   27,705   25,254   23,141       21,970       20,704

Contribution deficiency 
(excess)  

$   46,203 
 
$  49,138

 
$  53,452

 
$   50,632

 
$   23,905

 
$   12,622

 
$  10,621 

 
$   15,044 

 
$     9,936 s   11,141

Covered-employee payroll 888.452 800,878 804.169 769,710 697,737 640,685 582,287 547,006 521,132 501,002

 
Contributions as a percentage 
of covered-employee payroll 6.94% 6.10% 4.73% 4.19% 4.34% 4.32% 4.34% 4.23% 4.22% 4.13% 

 
NDHPRS  

2014 
 

2013 
 

2012 
 

2011 
 

2010 
 

2009 
 

2008 
 

2007 
 

2006 
 

2005 
Actuarially determined 
contribution 

 
$ 2,348 

 
$    2,191

 
$   2,171

 
$ 1,744

 
$ 1,313

 
$ 1,026

 
$ 924 

 
$ 1,083

 
$ 933

 
$ 1,026

Contributions in relation to the 
actuarially determined 
contribution   1,865   1,586   1,423   1,286   1.197   1.123   1 ,059   960   931   868
contribution deficiency 
(excess) $ 483 $ 605 $ 748 $ 458 $ 1 16 $ ! 97) $ (13 5) $ 123 $ 2 $ 158

Covered-employee  payroll 9,348 8,167 8,002 7,738 7,009 6,509 6,129 5,688 5,299 5,393

 
Contributions as a percentage  
of covered-employee payroll 19.95% 19.42% 17.78% 16.62% 17.08% 17.25% 17.28% 16.88o/o 17.57% 16.09%

 
 

JSND 
 

Actuarially determined 

 
 
 

2,014 2013 2012 2011 2010 2009 2008 2007 2006 2005 

contribution $ $ $ $ $ $ $ $ $ $  - 
Contributions in relation to the 
actuarially determined 

contribu1ion - 
Contnbullon deficiency 
(excess) $ $ $ $ $ $ $ $ $ _s_- _ 

 
 

Covered-employee payroll 843 1,011 1,163 1,266 1,487 1,613 1,843 1,923 2,227 2,460 
 

 
Contributions as a percentage 
of covered-employee payroll 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%     0.00% 
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TFFR 
 

Actuarially determined 

 
 

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005 

contribution $  59,530   $  52,396   $  69.374   $  65;113   $  52,053   $   41.966   $  44.115   s 50,532   s 48,747   $  44.472 

Contributionsin relation to the 

actuarially determined 
contribution  62,355       59,301 46,126 44,545        3 9,637        3 7,488        3 3,684        31,865        31 171 30,388 

Contribution deficiency 
(excess) 

 

Coveredmployee  pay(Oll 

 
 

Contributions as a percentage 
of coveredrnployee payroll 10.75% 10.75% 8,75% 8.75% 8.25% 8.25% 7.75% 7.75% 7.75% 7.75% 

 
 
 

E. DEFINED CONTRIBUTION PLAN 

The North Dakota Defined Contribution Retirement Plan 
was established on January 1,2000, and is administered 
in accordance with chapter 54-52.6 of the North Dakota 
Century Code. The Defined Contribution Plan covers 
state employees who elect to participate in the plan. 
Effective October 1, 2013, eligibility was expanded to 
include all state employees hired on or after October 1, 
2014 through July 31, 2017, with the exception of 
employees eligible for the Highway Patrol Retirement 
System, Teachers Fund for Retirement or the alternative 
retirement plan of the Board of Higher Education. The 
Defined Contribution Plan had 286 participants as of 
June 30, 2014. 

 
Death and disability benefits are set by statute. Upon 
the death of a participating employee or former 
participating employee, the vested account balance of 
that deceased participant is available to the participant's 
designated beneficiary(ies). An employee who becomes 
totally and permanently disabled while employed by the 
State is eligible to receive a distribution of the vested 
account balance. To qualify under this section, the 
employee must meet the criteria established by the 
System for being totally disabled. 

 
Benefits are set by statute. Employees are entitled to 
their vested account balance. A participating employee 
is immediately 100% vested in the employee's 
contributions. A participating employee vests in the 
employer contributions made on the employee's behalf 
as follows: 

 
Upon completion of two years of service 50% 
Upon completion of three years of service 75% 
Upon completion of four years of service    100% 

 
Employees may elect to receive their account balance in 
a lump sum, lump sum direct rollover, or periodic 
distribution. 

 
Contributions are set by state statute and are a 
percentage   of   salaries   and   wages.    Employee 

 
contributions are established at 7% and employer 
contributions are established at 7.12% of regular 
compensation. Employer and employee contributions 
totaled $1,099,790 and $1,079,863 respectively, for the 
fiscal year ended June 30, 2014. 

 
The Board, or vendors contracted by the Board, has 
exclusive authority to invest and manage the assets of 
the Defined Contribution Retirement Plan. State statute 
allows each participating employee to direct the 
investment of the individual's employer and employee 
contributions and earnings to one or more investment 
options within the available categories of investment as 
established by the Board. 

 
F. TEACHERS' INSURANCE ANNUITY 

ASSOCIATION 

The Teachers' Insurance and Annuity Association (TIAA- 
CREF), a privately-administered defined contribution 
retirement plan, provides individual retirement fund con- 
tracts for eligible employees as defined by the Board of 
Higher Education inits approved TIAA-CREF retirement 
resolution. All benefits vest immediately to the 
participant. Further information can be obtained by 
writing to TIAA-CREF , Denver Regional Office, 1700 
Broadway, Suite 770, Denver, Colorado 80290 or by 
calling 800-842-2009 . 

 
Employees are eligible for retirement benefits after 
attaining the age of 65, which is payable periodically for 
life. All benefits vest immediately to the participant. The 
plan requires employee and employer contributions be 
based on a classification system and years of service 
based on the schedule shown below. 

s (2,825) $  (6,905) s 23,248 $ 20,568 $  12,216 $   4,498 s 10,431 $  18,667 s 17,576 s 14.084

 580,053 551,656  527,156 509,091 482,866 454.396 434,626 411,167 402,204 392.107
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Employment Years Of 

 
By The 

 
By The 

of the State Board of Career and Technical Educationis 
2.99 percent of covered compensation for a period of 

Class Service Participant Inslitution Total eight years ending October 1, 2015. Employees 
participating in the retirement plan as part- 
time/temporary members are required to contribute 1.14 
percent of their covered compensation to the Retiree 
Health Insurance Credit Fund. Employees purchasing 
previous service credit are also required to make an 
employee contribution to the Fund. The benefit amount 
appliedeach year is shown as "prefunded credit applied" 
on the Statement of Changes in Plan Net Position for the 
pension trust funds. 

 

 
 
 
 

"A final contribution is made in the year the president 
terminates employment equal to the difference between 
total contributions made and the president's final annual 
salary in year of termination of employment. 

 
Plan contributions are made on a tax-deferred basis in 
accordance with section 414(hX2) of the Internal 
Revenue Code. All contributions are applied as 
premiums to retirement annuity contracts owned by the 
participant. The State has no further liability once annual 
contributions are made. The State contributed $40.8 
million to TIAA-CREF during the fiscal year ending June 
30,2014. 

 
NOTE 7 ·POST-RETI REMENT BENEFITS 

 
The Retiree Health Insurance Credit Fund, a cost- 
sharing multiple-employer plan, is administered by the 
North Dakota Retirement Board (the Board) to provide 
members receiving retirement benefits from the Public 
Employees Retirement System {which includes judges 
retired under NDCC 27-17), and the Highway 
Patrolman's Retirement System a credit toward their 
monthly health insurance premium under the state 
health plan based upon the member's years of credited 
service. Effective July 1, 2015, the credit will also be 
available to apply towards monthly premiums under the 
state dental, vision and long term care plan and any 
other health insurance. The Retiree Health Insurance 
Credit Fund is advance-funded on an actuarially 
determined basis. 

 
The employer contribution for the Public Employees 
Retirement System, the Highway Patrolmen's 
Retirement System, and the Defined Contribution 
Retirement Plan is set by state statute on an actuarially 
determined basis at 1.14 percent of coverect 
compensation. The employer contribution for employees 

Retiree health benefits and death and disability benefits 
are set by state statute. There are no provisions or 
policies With respect to automatic and ad hoc post- 
retirement benefit increases. Employees who are 
receiving monthly retirement benefits from the Public 
Employees Retirement System (which includes judges 
retired under NDCC 27-17), the Highway Patrolman's 
Retirement System, or the Defined Contribution 
Retirement Plan or an employee receiving disability 
benefits, or the spouse of a deceased annuitant 
receiving the surviving spouse benefit of if the member 
selected a joint and survivor option are eligible to receive 
credit toward their monthly health insurance premium 
under the state health plan. The benefits are equal to 
$5.00 for each of the  employee's years of credited 
service not to exceed the premium in effect for selected 
coverage. The retiree health benefit is also available for 
early retirement with reduced benefits. 

 
Actuarial valuations of the Fund were done as of June 
30, 2014.  The  actuarial  cost  method  used  is  the 
Projected  Unit  Actuarial  Credit  Cost  Method.  The 
significant actuarial assumptions used to determine 
funding requirements are (a) a rate of return on the 
investment of present and future assets of 8.0 percent, 
net of investment expenses (b) inflation at 3.50 percent 
per annum,(c) pre- and post-mortality life expectancies 
of participants based upon RP-2000 Combined Healthy 
Mortality and RP-2000 Disabled Retiree Mortality, {d) 
rates of withdrawal from active service before retirement 
for reasons other than death, rates of disability, and 
expected retirement ages developed on the basis of 
actual plan experience, and {e) administrative expenses 
of $97,000 per year. Plan assets are valued, for actuarial 
purposes, using a five-year smoothed market method. 

 
The following are the changes in actuarial assumptions , 
asset method and plan experience and the effect on the 
employee's contribution rates expressed as a percent of 
covered payroll, and the dollar effect on the actuarial 
accrued liability: 

 

I 0 thru 10 

over 10 
4.50% 

5.00% 
12.50% 

13.00%

17.00%

18.00%

 
II 

0 thru 2 3.50% 7.50% 11.00%

3 thru 10 4.50% 12.50% 17.00%

over 10 5.00% 13.00% 18.00%
 

PresidenV 0 thru 12 0.00% 8.33%. 8.33%.

Chancellor or 
(additional less than 3 0.00% 0.00% 0.00%
employer 

contribution) 3 to less than 6 0.00% 4.00% 4.00%

6 vrs and over 0.00% 8.00% 8.00%
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Net effect of changes in actuarial assumptions 
Changes in plan provisions 
Changes in plan experience during the year 

As a Percentage 
of Covered Payroll 

0.00% 
0.00% 

  0.13% 

 
  Dollar Effect   
$ 

 
  (1,301,565)   

0.13% $ (1,301,565) 
 

 

 
Employer       contributions       totaling       $10,709,787, 
$9,959,603 and $9,388,040 were made for the years 
ended June 30, 2014, 2013 and 2012 . The actuarially 
required    employer    contribution    of    $7,014,084, 
$7,410,911 and .$7,263,487 for the years ended June 
30, 2014, 2013 and 2012 is 0.70 percent, 0.81 percent 
and 0.88 percent of the covered payroll and reflects the 
fact that the statutory rate of one percent is sufficient to 

cover future costs of the Fund. At June 30, 2014, the 
cost of benefits incurred for the fund was $6,259,11O. 

 
According to the Projected Unit Credit Cost Method, the 
actuarial accrued liability and the unfunded actuarial 
accrued liability of the Retiree Health Insurance Credit 
Fund are as follows: 

 
Schedule Of Funding Progress 

(Dollars In Millions) 
 

  Actuarial  
 

Actuarial 
Accrued 
Liabilities

 
Unfunded

 
Ratio of

 UAA As A
Percentage

Actuarial Valuation Value Of ML-Entry Valueof Assets to Covered Of Covered
  Date  Assets  Age Assets {UAA} AAL  Paroll Payroll   

 

June 30, 2012 $ 58.3 $ 112.4 $ 54.1 51.9% $ 824.9 6.6%

June 30, 2013 66.0 114.1 48.1 57.8% 914.4 5.3%

June 30,2014 77.9 116.6 38.7 66.8% 1,001.2 3.9%

 
 
 

Employee membership is as follows: 
 

Retirees receiving benefit 4,828
Active participants 22,642

Total Membership   27,470
 

The fair value of the net position available for benefits at 
June 30, 2014, is $92,013,709. 

 
Another component of the Retiree Health Insurance 
Credit Fund provides health care coverage to eligible 
retires who are not eligible for Medicare. The premiums 
for this coverage are set under NDCC 54-52. 1-02 as a 
percent of the active member single and family plan 
rates and are paid by the retiree. The premiums for this 
coverage are not age-rated. Currently, the premiums for 
their group do not cover the costs of the coverage; 
therefore, the costs of this group are being subsidized 
through the active group rates. This subsidy is not 
funded in advance and there is no guarantee that the 
subsidy for the 2013-15 biennium will continue in the 
future . In the event the legislature does not fund the 
subsidy beyond the current biennium, the coverage 
would discontinue and the unfunded actuarial accrued 
liability displayed in the table below for the retiree health 
implicit subsidy would be reduced to zero. 

 
A member must be receiving a retirement from NDPERS 
to be eligible for the retiree health care coverage. In 
addition, a member receiving a retirement allowance 
from NDTFFR or TIAA-CREF is also eligible for  the 
retiree health care coverage. Effective July 1, 2015, 
eligibility for this coverage will be limited to employees 
who retire prior to 2015 and I or form Legislators. 

 
The premiums for this plan are reported as employee 
contributions on the statement of changes in Plan Net 
Position as they are fully paid by the retirees. The full 
amount of the premiums collected are expended each 
year and are reported as health premiums paid on the 
statement of changes in Plan Net Position. 

 
Significant actuarial assumption for the implicit subsidy 
unfunded plan include; using the RP-2000 Mortality 
tables applied on a gender-specific basis; health care 
cost trends of 8.0% for select and 6% for ultimate with 
select trends reduced 0.5% each year until reaching the 
ultimate trend; and retirement and termination 
probabilities have been developed from the assumptions 
for the NDPERS pension plans. The funded status of the 
plan as of the most recent actuarial valuation dates is as 
follows: 
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(Dollars in Millions) 
 

 
Actuarial Valuation Date 

Actuarial 
Value Of 

Actuarial 
Accrued 

Unfunded 
Actuarial 

  June 30   Plan Assets   Liabil i ty     Accrued Liability   Funded Ratio 
 

2011 $ $ 65.2 $ 65.2 0.0%
2013 33.8 33.8 0.0%

 
 

JOB SERVICE NORTH DAKOTA 
Job Service North Dakota engaged an actuary to 
determine the Agency's liability for post-employment 
benefits other than pensions as of June 30, 2014. The 
actuary determined the obligation the agency has to 
record as of June 30, 2014 is the difference between the 
Annual Required Contribution (ARC), defined as the 
normal cost plus an amortization for prior years 
unfunded liability,and the amount paid during the year. 

 
Former employees receiving retirement benefits under 
the Retirement Plan for Employees of Job Service North 
Dakota are eligible to participate in the Retiree Health 
Benefits Fund, a cost-sharing multiple-employer plan, as 
administered by the Public Employees Retirement 
Board. The retired employee is provided a credit toward 
their monthly health insurance premium under the state 
health plan based upon their years of credited service.In 
accordance with NDCC 54-52.1-03.2, Job Service North 
Dakota reimburses the Retiree Health Benefits Fund 
monthly for credit received by members of the retirement 
plan established by Job Service North Dakota. This 
benefit is equal to $5.00 for each of the employee's, or 

decreased employee's years of credited service not to 
exceed the premium in effect for selected coverage. 

 
Job Service North Dakota employees who had a Met 
Life Insurance policy in effect on December 1, 1999, 
when the Met life Insurance benefit plan was 
discontinued for new employees, receive the following 
benefits: Job Service North Dakota pays 33% of the 
monthly Basic Met Life Insurance premium of current 
employees with a Met Life Insurance policy and upon 
retirement the employees Basic Met Life Insurance 
premiums are covered 100% by Job Service North 
Dakota. The Basic Life Insurance Benefits are equal to 
the employees annual salary up to a maximum of 
$45,000 and are decreased at a rate of 2% per month at 
age 65 until the benefit is 25% of the original amount. 
Job Service has authority to change the funding and 
benefit policy of this plan. 

 
Membership of the Other Post Retirement Benefit plans 
consisted of the following at July 1,2014, the date of the 
latest actuarial valuation: 

 
 
 
 
 

Retirees and beneficiaries currently receiving benefits 
Terminated employees entitled to benefits but not yet receiving them 
Current vested employees 

 
 

Retiree Health 
     Benefits Fund   

151 
1 

  13 

 
Met Life 

Insurance 
  Benefit   

184 
 

  29 
Total 165 213 

   

 
The funding policy of the plans thru June 30, 2014 is 
pay-as-you go plan, contributing annually the amount 
necessary to pay benefits of retirees. Below is listed the 
actuarial methods and assumptions which were used in 

Investment Rate of Return 
Includes Inflation at 

4.5% 
5% 

the  actuary  report  and  study  conducted  by  Bryan, 
Pendleton, Swats & McAllister,LLC. 

 
Valuation Date  June 30,2014 

Entry Age Actuarial 

Annual OPEB Cost and Net OPEB Obligation - The 
Agency's annual other postemployment benefit (OPEB) 
cost {expense) is calculated based on the annual 
required contribution of the employer (ARC), an amount 
actuarially   determined   in  accordance   with   the 

Actuarial Cost Method 
 

Amortization Method 
 

Remaining Amortization Period 
Asset Valuation Method 

 
Actuarial Assumptions: 

Cost Method 
15-Year Amortization 

Open 
 

15 years 
Market Value 

parameters of GASB Statement 45.The ARC represents 
a level of funding that, if paid on an ongoing basis, is 
projected to cover normalcost each year and amortize 
any unfunded actuarial liabilities (or funding excess) over 
a period of thirty years. The following table shows the 
components of the Agency's annual OPEB cost for the 
year, the amount actually contributed to the plan, and 
changes   in  the   Agency's   net   OPEB   obligation: 
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 Retiree Health 
   Benefits Fund  

Insurance 
  Benefit   

 

  Total  
Annual required contributions $ 380,021 $ 125,431 $ 505,452

Interest on OPEB obligation 
Adjustment to annual required contributions 

19,042 
{38,542} 

14,495 
{29,341) 

33,537 
{67,883} 

Annual OPEB costs 360,521 110,585 471,106
Contributions made   256, 911   51, 980   308, 891  

 

Increase in net OPEB obligation 103,610 58,605 162,215
Net OPES obligations,beginning of year 423,140 322,117 745,257

Net OPES obligations,end of year $ 526,750 $ 380,722 $ 907,472 
     

 
The following schedule presents the annual OPEB cost contributed,the net pension obligations, and the percentage 
contributed: 

 

 Annual Retiree  Annual Met AnnualRetiree  Annual Met Life    Annual
Health Benefits Life Insurance Health Benefit Insurance Cost OPEB OPEB Cost

June 30  OPEB Costs  OPEB Costs Cost Contributed Contributed  Obllgation Contributed

2012 $ 378,622 $ 116,911 $ 243,420 $ 50,855 $ 201,258 59.4%
2013 378,622 116,911 247,112 50,855 197,566 60.1%
2014  360,521  110,585 256,911  51,980  162,215  65.6%

 
Funded Status and Funding Progress - As of July 1, 
2014,the most recent actuarial valuation date, the plans 
were unfunded. The actuarial liability for benefits was 
$5,531,753, and the actuarial value of assets was $0.00 
resulting in an unfunded actuarial accrued liability 
(UAAL) of $5,531,853. The covered payroll (annual 
payroll of active employees covered by the plans) was 
$1,805,304 and the ratio of the UAAL to the covered 
payroll was 306.41 percent. 

 
Actuarial valuations of an ongoing plan involve estimates 
of the value. of reported amounts and assumptions about 
the probability of occurrence of events far into the future. 
Examples include assumptions about future employment 
and mortality.Amounts determined regarding the funded 
status of the plan and the annual required contributions 
of the employer as made about the future. 

Section 457.The plan, available to all State employees, 
permits them to defer a portion of their current salary 
until future years. Participation in the plan is optional. 
The deferred compensation is not available to the 
employees until termination, retirement, death or 
unforeseeable emergency. 

 
All compensation deferred under the plans, all property 
and rights purchased with those amounts, and all 
income attributable to those amounts, property or rights, 
are held in trust for the exclusive use of the employee or 
their beneficiary. 

 
The related assets of the plan, held in trust, are reported 
at fair value as follows (expressedin thousands): 

 
Plan Participation By: 

 
Actuarial Methods and Assumptions - Projections of 
benefits for financial reporting purposes are based on 
the substantive plan (the plan as understood by the 
employer and the plan members) and include the types 

State of North Dakota 
Other Jurisdictions 

Total Value 

$ 57,915 
  6, 668 

$ 64,583 

of benefits provided at the time of each valuation and the 
historical pattern of sharing the benefit of costs between 
the employer and plan members to that point. The 
actuarial methods and assumptions used include 
techniques that are designed to reduce the effects of 
short-term volatility in actuarial accrued liabilities and the 
actuarial value of assets, consistent with the long-term 
perspective of the calculations. 

 
NOTE 8 - DEFERRED COMPENSATION PLAN 

 
The State offers its employees a deferred compensation 
plan created in accordance with Internal Revenue Code 

NOTE 9 - PERS UNIFORM GROUP 
INSURANCE PROGRAM 

 
The PERS Uniform Group Insurance Program, an 
enterprise fund, contracts with Blue Cross Blue Shield of 
North Dakota (BCBS) to provide health careinsurance to 
the employees of the State of North Dakota, or any of its 
political subdivision, institutions, departments or 
agencies. The contract provides for an accounting of 
premiums paid and claims incurred during the biennium. 
The contract for the 2009-2011 biennium provides for an 
accounting of premiums paid and claims incurred during 
the biennium, with a gain sharing provision,with the final 
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accounting taking place two years after the end of the 
biennium. The fihal accounting for the 2009-2011 
biennium occurred on June 30, 2013. Premiums 
exceeded claims, therefore, a gain of $36.6 million was 
returned to the State. The State has entered into a 
similar contract with BCBS for the 2011-2013 and the 
2013-2015 biennium. The accumulated surplus and 
other invested funds in the amount of $40 million are 
shown as cash on the State's financial statements. 

 
The federal health care reform bill provides for a pre- 
Medicare retiree reinsurance provision for employer 
plans that will reimburse employers by providing 
reinsurance for 80% of retiree claims between $15,000 
and $90,000.This program became effective on June 1, 
2010, and employer eligibility is determined from an 
application submitted by the employer to the Department 
of Health and Human Services. The program requires 
that the funds be used to (1) reduce the sponsor's health 
benefit premiums or health benefits costs, (2) reduce 
health benefit premium contributions, copayment, 
deductibles, coinsurance,or other out-of-pocket costs,or 
any combination of these costs, for plan participants, or 
(3) reduce any combination of the costs in (1) and (2). 
The System Board determined that any reimbursements 
received under this program be used to help reduce 
health care costs for members of the Uniform Group 
Insurance Program. The System submitted an 
application  and determined to  be an eligible employer. 

during the fiscal year 2012 and $1.7 million during fiscal 
year 2011 which isincluded in Cash on the State's 
financial statements. Funding for this program is no 
longer available; therefore no reimbursements were 
received in fiscal year 2014. 

 
During fiscal year 2014, the State Board made the 
decision to use the reimbursement funds, in addition to a 
portion of the accumulated surplus, to reduce the health 
premiums by approximately 2% for the 2013-2015 
biennium.  The difference between the premiums billed 
to the contract holders and the premiums paid to BCBS 
is reflected as miscellaneous expense on the Proprietary 
Fund Statement of Revenues, Expenses and Changes 
in Fund Net Position. 

 

NOTE 10 - SEGMENT INFORMATION 
 

North Dakota Housing Finance Agency maintains two 
separate funds which account for general agency 
operations and provide loans to finance construction of 
rental residential housing and single-family ownership. 
The two funds are accounted for in a single fund, but 
investors in home ownership bonds rely solely on the 
revenue generated by the mortgage loans and assets 
acquired for repayment. Segment information for the 
year ended June 30, 2014, was as follows (expressed in 
thousands}: 

 

The State  received  a reimbursement of $1.0 million  

Home-Ownership Bond

   Funds
Condensed Statement of Net Position 

Current assets - other $ 177,053
Noncurrent assets - other   619,405

Total Assets 796,458

Deferred outflow of resources  10,653

Current liabilities - other 53,490
Noncurrent liabilities -other   622,291

Total Liabilities 675,781

Net position - restricted   131, 330
Total Net Position     $ 131, 330

Condensed Statement of Revenues, Expenses and Change in Fund Net Position 
 

Operating revenues $ 31,835
Operating expenses   (24,819)
Operating income   7,016

Change in net position 
Total net position,beginning of year, restated 

 
118,338

Equity transfer out   5,976

Total net position, end of year    $ 131, 330

Condensed Statement of Cash Flows  
Net cash from operating activities 
Net cash used for noncapital financing activities 

$ 66,297
  (59,316}

Net change in cash and cash equivalents   6,981
Cash and cash equivalents,beginning of year   150,116
Cash and cash equivalents,end of year $ 157,097
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NOTE 11 • MAJOR COMPONENT UNIT 
TRANSACTIONS 

 
BISMARCK STATE COLLEGE AND BISMARCK STATE 
COLLEGE FOUNDATION 

On January 25, 2007, BSC and BSC Foundation entered 
into a 15-year  lease agreement to facilitate the 
construction of a Mechanical Maintenance building. 
Under the agreement, BSC is responsible for the 
payment of all rent, maintenance, and repair of the 
facility , maintenance of all insurance required under the 
lease, and restrictions of use of the facility as set forth in 
the lease. The amount of the rent is tied to the $1.4 
million debt service retirement. Upon payment of all the 
bonds, BSC will have the option to purchase the 
premises for $100. On August 15, 2013, an addendum 
was made to the lease agreement to facilitate an 
addition to the facility. Under this addendum, the 
additional amount of rent through September 301 2015 is 
tied to the debt service retirement of $228,000. 

 
On October 19, 2007, BSC and BSC Foundation entered 
into a 25-year lease agreement to facilitate the 
construction of the National Energy Center of Excellence 
building. Under the agreement, BSC is responsible for 
payment of all rent, maintenance, and repair of the 
facility, maintenance of all insurance required under the 
lease, and restrictions of use of the facility as set forth in 
the lease. The amount of the rent is tied to the $5.0 
million debt service retirement. Upon payment of all the 
bonds, BSC will have the option to purchase the 
premises for $100. The audited financial statements of 
BSC Foundation for fiscal year 2014 report this 
transaction as a receivable from BSC and a long-term 
liability. BSC's financial statements include the 
capitalized asset and a long-term liability due to BSC 
Foundation. 

 
The building is recorded as a capital asset in the 
foundation's financial statements at actual cost less 
accumulated depreciation. BSC recorded the capital 
asset   based   on  the   lease  value   plus   subsequent 
improvements made by BSC, net of accumulated 
depreciation. The table below displays the amounts 
recorded by both: 

 
BSC 

  BSC  Foundation   

NECE Building $6,421,322 $15,846,116 
Accumulated 
Depreciation (1, 099,254}            (2,641, 01 5}    
Net Value of NECE 
Building $5,322,068 $13,205,101 

   

 
 

DICKINSON   STATE    UNI VERSITY   AND   
DICKINSON STATE UNIVERSITY FOUNDATION 

Arbitration - The Dickinson State University Foundation 
(DSUF) has ownership interest and/or management 
responsibilities in various real estate projects by way of 

its membership in Dickinson Investments, LLC 
(Dickinson Investments) and other entities. DSUF is 
involved in a dispute with another member of Dickinson 
Investments, Granville Brinkman and other Brinkman 
entities (Respondent). An arbitration claim was filed on 
December 26, 2013. On September 30, 2014, the 
arbitrator awarded the Respondent a buy-out of their 
equity interest in the amount of $1.260 million. The 
Respondent was also awarded repayment of a note, 
prejudgment interest and attorneys' fees and costs. 
DSUF and Dickinson Investments are jointly and 
severally liable for the buyout amount. 

 
On October 28, 2014, the arbitrator issued a final 
arbitration award and ordered: 
a) prejudgment    interest   at   6%   would   commence 

December 26, 2013, 
b) the amount of attorney fees and costs to be repaid 

was $233,420, 
c) the note prepayment amount was $133,600 
d) the parties shared responsibility for arbitration fees 

and expenses totaling $67,620. 
 

The final award exceeds $1.7 million. Although DSUF 
has an equity interest of about 6 percent in Dickinson 
Investments, the arbitrator has ruled that it is jointly and 
severally liable for the entire award,except the $133,600 
loan for which Dickinson Investments is responsible. 

 
If DSUFis unable to meet this obligation as well as its 
ongoing operating expenses, creditors may seek to 
collect from and possibly foreclose on the assets of 
DSUF. 

 
Receivership - At the request of the NOUS Chancellor, 
on November 21, 2014, the North Dakota Attorney 
General petitioned the state district court for the 
appointment of a receiver. On December 3, 2014, the 
court appointed Sean Smith, JD, CPA, to be the receiver 
through June 2015. The court order included the 
following: 

 
• The receiver shall take immediate possession, 

custody, and control of all assets owned or held 
by DSUF; 

• The DSUF board of directors shall be 
temporarily suspended and have no authority to 
act on behalf of DSUF; 

• The receiver shall gather, protect and oversee 
DSUF's corporate and charitable assets; 

• The receiver shall report to the court; and 
 

The receiver shall have all the authority necessary to 
continue the day-to-day activities of the DSUF. 

 

NORTH DAKOTA STATE UNIVERSITY AND NDSU 
RESEARCH AND TECHNOLOGY PARK. INC. 

On December 30, 1999, North Dakota State University, 
through the State of North Dakota and North Dakota 
State Board of Higher Education, entered into a ground 
lease,  whereby  the  NDSU Research  and  Technology 
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Par1<, Inc. {component unit) leases 40 acres of land for 
$1 per year for the next seventy-five years. 

 
On November 1,2000, NDSU Research and Technology 
Par1<, Inc. (RTP) entered into a $6.5 million lease 
agreement with the City of Fargo to finance the 
construction of laboratory and research facilities and all 
equipment and furnishings located on property owned by 
the city. The agreement assigned to NDSU all of RTP's 
obligations under the lease, including but not limited to 
the payment of all rent, maintenance, and repair of the 
facllity, maintenance of all insurance required under the 
lease, and restrictions of use of the facility set forth in the 
lease. Upon payment of all the bonds, title to the facility 
will revert to RTP. On August 1, 2002, essentially the 
same legal and financial structure used to construct 
Research Building #1 was used to construct a second 
Research Building. The second lease agreement was for 
$20.5 million. 

 
On January 25, 2007, the city of Fargo, on behalf of the 
NDSU Research & Technology Par1<, issued $4,735 
million of Series 2007A (Research 1) and $18,1 million 
of Series 2007B (Research 2) Lease Revenue 
Refunding Bonds. These bonds are used to advance 
refund the callable maturities of both the Series 2000 
(Research 1) and Series 2002 {Research 2) bonds and 
to pay the costs of issuance (including the insurance 
premium for the Insurance policy and the reserve fund 
surety bond) relating to bonds for both Series 2007A and 
0072B bonds. During the year ended June 30, 2011, the 
Series 2000 bonds were repaid in full with the funds held 
in escrow from the Series 2007A bond refinancing. 
During the fiscal year ended June 30, 2012, the Series 
2002 bonds were repaid in full with the funds held in 
escrow from the Series 2007A bond refinancing. 

 
The audited financial statements of RTP for fiscal year 
2014 report these transactions as an operating lease 
and report the related capital assets and related debt as 
assets and debt of RTP. 

 
On July 1, 2002, NDSU and the RTP entered into an 
agreement for cooperation and assistance between 
entities. The agreement is an annual agreement, which 
automatically extends for one-year periods unless 
cancelled by either party to the agreement. 

 
During fiscal year 2013, NDSU and the RTP entered into 

renewed agreements, whereby NDSU leases Research 
Building #1 and #2 through June 30, 2022. During fiscal 
year 2014, total annual rent of $2,154,906 was paid by 
NDSU for these two buildings. NDSU directly pays the 
utility costs under these agreements . The annual rent 
will be re-adjusted by mutual agreement every two 
years. These agreements are subject to funding 
and legislative appropriations. 

 
During fiscal year 2014 NDSU made other payments to 
the RTP that were unrelated to the build ng lease for 
Research #1 and #2. These payments consist of the 
following: 1) $30,521 for an operating lease forlab space 

and miscellaneous charges in the RTP's Technology 
Incubator Building, 2) $110,540 for grant sub-awards, 3) 
$70,000 for event sponsorship. Also. during fiscal year 
2014, the RTP paid NDSU a total of $33,628 as 
reimbursement of NDSU operating expenses. 

 
NORTH DAKOTA STATE UNIVERSITY AND NDSU 
DEVELOPMENT  FOUNDATION 

NDSU EQUINE CENTER 
Effective January 1, 2003, NDSU and the NDSU 
Development Foundation entered into a ten-year lease 
agreement with an option for an additional ten-year term 
to facilitate the construction of an Equine Science 
Center. Under the agreement, NDSU will pay rent to 
NDSU Development Foundation for use of the premises. 
The amount of the rent is tied to the $4.355 million debt 
service retirement plus necessary insurance and taxes 
incurred by the Development Foundation. 

 
On November 4, 2013, the 10 year call date on the 
original bonds, NDSU retired the debt ear1y with a final 
payment of $2.949 million. Upon retirement of the debt, 
the ownership of the property transferred to NDSU and 
the agreement is terminated. 

 
AIRCRAFT 

Effective June 28,2007, NDSU and NDSU Development 
Foundation entered into a $2.348 million, ten-year,lease 
agreement for the purchase of an aircraft. Under the 
agreement, NDSU is to pay rent to the NDSU 
Development Foundation for use of the aircraft. The 
amount of the rent is equal to the amount of principal 
and interest payments on the loan, for the life of the 
loan. 

 
On October 21, 2013, NDSU and the NDSU 
Development Foundation sold the aircraft to a third party 
for $1.35 million and used the proceeds to retire the 
outstanding debt {$1.089 million, including interest to 
date). With this asset sale and debt retirement, the 
agreement is terminated. 

 
FARGOOOME LEASE AND IMPROVEMENTS 
In fiscal year 2006, the NDSU Development Foundation 
financed the construction and equipping of office space, 
locker rooms, meeting rooms, and related facilities in the 
Fargodome for use by NDSU through the sale of 
revenue bonds issued by Cass County. The Foundation 
hasleased the space in the Fargodome from the City of 
Fargo and subleased the space, furniture, fixtures and 
equipment to NDSU. Under the agreement, NDSU will 
pay rent to the NDSU Development Foundation for use 
of the premises. The amount of the rent is tied to the 
$3.5 million debt service retirement plus the Fargodome 
annual space rent and all costs incurred by the 
Development Foundation incident to the lease, less any 
contributions received by the Foundation for the project. 
NDSU paid the Development Foundation $336,436 in 
fiscal year 2014 under this agreement. 

 
The facility is included in long-term investments and the 
debt is included in long-term liabilities on the financial 
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reports of the NDSU Development Foundation. NDSU 
has also recorded a capital asset  and a capital lease 
payable of $1.830 million as of June 30, 2014. Since the 
Development Foundation is a discretely presented 
component unit of the University System and the 
component unit and the University System are reporting 
the same assets and debt for the Fargodome 
improvements, a reclassification entry was made to 
ending balances in the component unit consolidating 
financial statements to show the appropriate due from 
primary institution. 

 
RENAISSANCE HALL 
The former Northern School Supply building was 
donated to the NDSU Development Foundat on by 
NDSU alum in December 2001. During fiscal years 2003 
and 2004, the NDSU Development Foundation 
renovated the building with the intent to lease the facility 
to NDSU beginning fall 2004. The Development 
Foundation transferred nearly the entire ownership of the 
building to 650 NP Avenue, LLC and Kilborume Design 
Group, LLC, for a five-year period in order to achieve tax 
credits that would ultimately reduce the cost of the 
building to NDSU. During tile five-year tax credit period, 
NDSUleased the building from the two LLCs, with lease 
payments composed of interest and fees. With the five- 
year tax credit period ending December 31, 2010 (as 
extended), and the ownership was transferred back to 
the Development Foundation, permanent financing was 
put in place on December 17, 2010, with the issuance of 
$5.65 million of 20-year University Facilities Revenue 
bonds, Series 2010 (Renaissance Hall Project). The 
financing structure involving the five-year temporary 
ownersllip transfer  resulted  in achieving tax  credits of 
$4.9 million which directly lowered the leasing cost to 
NDSU. 

 
Under this refinanced debt issuance and lease 
agreement, as approved by the State Board of Higher 
Education on December 16, 2010, the propertyls leased 
to NDSU for rent equal to the semi-annual principal and 
interest on the bonds, plus all costs incurred by the 
Development Foundation incident to ownership of the 
property. Ownership of the property will transfer to 
NDSU when the bonds are repaid in full. NDSU paid the 
Development Foundation $431,359 in fiscal year 2014 
under this agreement. As of June 30, 2014, the 
outstanding balance on the bonds, reflected as "Due to 
Component Units" by NDSU, is $5.005 million. 

 
BARRY HALL BUSINESS BUILDING AND KLAI HALL  
ARCHITECTURE BUILDING 
Effective November 28, 2007, NDSU and the NDSU 
Development Foundation entered into a lease 
agreements for two buildings in downtown Fargo, 
formerly known as the "Pioneer Mutual Building" and 
"Lincoln Mutual Building". The Foundation financed the 
construction of the Barry Hall business building and Klai 
Hall architecture  building  projects  through the  sale  of 
$18.52 million of 20-year University Facilities Revenue 
Bonds issue by the City of Fargo, North Dakota. The City 
has loaned  the  bond proceeds  to the  Foundation  for 

payments equal to the sum of the semi-annual interest 
payments and Installments of varying principal amounts 
on the variable rate bonds and the semi-annual principal 
and interest payment on the fixed-rate bonds. The 
principal payments on the variable rate bonds will be 
funded from payments on donor pledges restricted for 
the project. Under the terms of the loan, the Foundation 
is  responsible  for  the  real  estate  taxes,   insurance, 
repairs and  maintenance, and other  costs  incident  to 
ownership of the property. The property is included with 
property in the financial statements and the bonds have 
been recorded as a direct obligation of the Foundation. 
Ownership of the property will transfer to NDSU when 
the bonds are repaid in full.The bonds are guaranteed 
by the Foundation. This property is leased to NDSU for 
rental equal to the sum of the semi-annual interest only 
payments on the variable term bonds plus the semi- 
annual principal and interest payments on the fixed-rate 
bonds for  the  term  of  the  bonds,  plus  all  the  costs 
incurred by the Foundation incident to ownership of the 
property. 

 
In May 2012, the NDSU Development Foundation 
refinanced the original bonds issued in November 2007. 
As a result new leases were executed. Under the terms 
of the new leases, NDSU pays and recognized a liability 
for  the  entire  amount  of  previously issued  bonds, 
including the portion originally planned to be paid from 
the collections of pledges. During fiscal year 2014, 
NDSU paid $819,098 to the NDSU Development 
Foundation under the new leases for debt service, 
property taxes and insurance on Barry Hall and Klai Hall. 
During fiscal year 2014,the Foundation paid $319,305 to 
NDSU from the collection of pledges. NDSU has an 
option to acquire the property upon full payment of the 
bonds. As of June 30, 2014 the outstanding balance of 
the bonds, reflected as "Due to Component Unites" by 
NDSU, is $10.96 million and the portion payable by the 
Foundation to NDSU for the collection of pledges is 
recognized by NDSU as current and non-current "Due 
from Component Units• for $913,951. 

 
OTHER TRANSACTIONS 
NDSU also has agreements in place with the Foundation 
for maintenance of the University's alumni records, for 
use and insurance on certain land and buildings and for 
lease of a vehicle. Amounts paid under these 
agreements as of June 30, 2014, totaled $500,000. In 
addition, the Development Foundation may contract with 
NDSU for materials and personnel in the service and 
utility areas and will reimburse NDSU based on separate 
agreements. 

 
NDSU Development Foundation fiscal year end is 
December 31, and NDSU year end is June 30. nming 
differences in amounts may occur between entity 
financial statements, due to different year end dates. 
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UNIVERSITY OF NORTH DAKOTA AND UNO 
AEROSPACE FOUNDATION 

The Aerospace Foundation (Aerospace) reimbursed 
UNO for salaries, building rent, aircraft rental, and goods 
and services under an operating agreement aggregating 
approximately $21.449 million in fiscal year 2014. This 
operating agreement has no specific term and is 
intended to memorialize various operating agreements, 
rate structures, duties, and obligations each party has to 
the other. Expenses reimbursed to UNO represent 
actual costs incurred and are included in operating 
expenses in the statement of activities. 

 
Aerospace recorded revenue for service and hangar, 
CRJ,  360-degree tower, and aircraft  rental to  UNO of 
$4,199 million in fiscal year 2014, which Is included in 
sales and service revenue in the statement of activities. 

 
As of June 30, 2014, Aerospace had recorded accounts 
payable of $1.712 million for reimbursable costs and 
services. As of June 30, 2014, Aerospace had recorded 
accounts receivable from UNO of $75,627 which are 
included in accounts receivable on the statement of 
financial position. 

 
Aerospace employees also have the ability, as do UNO 
employees, to rent UNO planes for personal use. 
Aerospace and UNO employees are charged directly by 
UNO. These costs do not flow through Aerospace, but 
are paid to UNO directly by the employee. 

 
Aerospace entered into a sublease with UNO to lease 
the aircraft storage hangar/ground support equipment 
facility. The lease term is for 20 years, commencing on 
July 7, 2003, until July 6, 2023. For the first 15 years of 
the sublease, UNO will pay Aerospace's monthly 
minimum payment of $12,672, beginning October  1, 
2003, subject to actual cost adjustments. At the end of 
1he 15 years of the sublease, rent will be adjusted based 
upon the interest rate adjustments of debt incurred by 
Aerospace in the construction of the hangar. 

 
UNIVERSITY OF NORTH DAKOTA AND RE ARENA, 
INC. 

RE Arena Inc. and the University of North Dakota, enter 
into an annual operating agreement from July 1to June 
30. The operating agreement sets forth the facility 
usage, fees  and services,  ticket  administration and 
revenue allocation,sponsorship sales administration and 
revenue allocation, and  net income disposition. In 
accordance with this  agreement:  (i)  RE Arena  Inc. 
collects all ticket revenue from ticketed University of 
North  athlet!c  events  (men's  and  women's  hockey, 
football, men's and women's basketball, and volleyball), 
RE Arena, Inc. retains 52% of such ticket revenue and 
remits 48% to the University of North Dakota, and (ii) RE 
Arena Inc. collect all sponsorship sales revenue from the 
University of North Dakota athletic events, RE Arena, 
Inc. retains 64% of such sponsorship revenue, net of 
direct costs, and remits 36% to the University of North 
Dakota net of direct costs. In addition, the University of 

North Dakota and RE Arena, Inc. jointly utilize the 
University of North Dakota athletic events. 

 
In addition, RE Arena, Inc. may contract with UNO for 
materials and personnel in the service and utility areas 
and will reimburse UNO based on separate agreements. 
Revenue and expense arrangements for all other UNO 
events held at the arena will be negotiated on an event- 
by-event basis. The transactions in relation to the 
contractual relationship are as follows: 

 
• Gross ticket sales were $4.297 million of which 

RE Arena, Inc. recognized revenue of $2.234 
million with a net due to the University of North 
Dakota $2.062 million. 

• Gross ticket sales for the next athletic season 
year are in deferred revenue at gross; the 
amount is $2.227 million. 

• RE Arena, Inc. recognized net sponsorship 
(advertising) revenue of $729,435 and the net 
due the University of North Dakota in 
sponsorship (advertising) income of $410,307. 

• REA Arena, Inc. recognizes box office revenue 
on a cost reimbursement basis, for ticket facility 
fees, credit card fees and payment plan fees 
and expenses. The total cost that the 
University of North Dakota Athletic Department 
reimbursed RE Arena, Inc. for managing and 
administering the box office on their behalf was 
$191,216. 

• RE Arena, Inc. allocated $500,000 of net 
Income to the University of North Dakota 
Athletic Department for the year ended May 31, 
2014. 

• RE Arena, Inc. expensed $1,033,788 to the 
University of North Dakota for utilities, 
maintenance staff,phone service and other. 

• At the end of the fiscal year RE Arena, Inc. 
owes the University of North Dakota $1.119 
million for the annual operating agreement and 
monthly services. 

 
RE Arena Inc. fiscal year end is May 31, UNO year end 
is June 30. Timing differences in amounts may occur 
between entity financial statements due to different year 
end dates. 

 
UNIVERSITY OF NORTH DAKOTA AND UNIVERSITY 
OF NORTH DAKOTA FOUNDATION 

The University of North Dakota is providing payment for 
leasehold improvements done to the lower level of the 
Gorecki Alumni Center for establishing space for UNO 
Admissions. The payments are $169,472 for a period of 
5 years. The University of North Dakota is alsoleasing 
space in the Gorecki Alumni Center in the amount of 
$75,000. Additionally rental payments consisting of the 
University's share of the operating and maintenance 
costs for space used in the Gorecki Alumni Center are 
calculated annually. 
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During the year ended June 30, 2014, the University of 
North Dakota provided approximately $1,114,000 of 
institutional support for event and database support, 
annual giving campaign and campaign contributions, 
and Director of Development support.The Organizations 
manage UND's endowment investments and charged 
them $463,344 in investment management fees during 
the year ended June 30, 2014. These fees and support 
are reported as operations, fees and miscellaneous 
revenue onthe statement of activities. 

 
The Organizations have entered into direct-financing 
lease agreements with the University of North Dakota. 
On July 24,2002, the Foundation issued $8,595,000 of 
tax-exempt bonds to finance the construction of an office 
building and the renovation of an existing building for the 
Energy and Environmental Research Center (EERC) of 
the University of North Dakota. The Organizations 
recorded a receivable from UNO of $8,595,000 due 
under the direct-financing lease arrangement. The 
EERC bonds were refinanced as taxable bonds on 
October 18, 2012.The balance as of June 30,2014 was 
$5,710,000. The tenns for the repayment are the same 
as the payment terms of the related bonds. 

 
On October 24,2003,the Foundation issued $4,400,000 
of tax-exempt lease revenue bonds to finance the 
purchase of land and the construction of a facility for the 
Minot Center for Family Practice in Minot, ND. The 
Foundation   recorded   a  receivable  from   UNO  of 
$4,400,000 due under the direct-financing lease 
agreement.  The  balance  as  of  June  30, 2014  is 
$2,793,826. The terms for the repayment are the same 
as the payment terms of the related bonds. During fiscal 
year ended June 2014, the Foundation received 
payment  of  principal  and  interest  of  $149,681  and 
$122,319, respectively. The interest income is included 
in operations, fees and miscellaneous income on the 
statement of activities. 

 
In 2008, the Foundation issued bonds to finance the 
UNO School of Medicine constructlon of the Human 
Patient Simulation Center. The facility is being leased to 
the University of North Dakota for a period of 5 years for 
a total amount of $206,810 which is equivalent to finance 
the costs of the construction. The bonds were paid in full 
in fiscal Year 2014. In fiscal Year 2014, the Foundation 
received $41,362 with the remaining annual lease 
payment of $41,362 expected in fiscal Year 2015. 

 
NORTH DAKOTA STATE UNIVERSITY AND NORTH 
DAKOTA - STATE UNIVERSITY RESEARCH 
FOUNDATION 

Revenues from research fees & royalties received from 
patents and other intellectual property or know-how are 
first used to cover expenses incurred in  patenting, 
licensing, collection, and other expenses related to 
technology. After these expenses have been paid, the 
net research fee (royalty) income is divided so that at 
least 30% of the net proceeds will be paid to those 
responsible for the invention, and 70% is distributed by 
negotiation between the department, college, and the 

Foundation. Once NDSU's share of the revenue 
distribution has been determined, the monies are 
transferred from the NDSU Research Foundation to 
NDSU. 

 
During fiscal year 2014,the NDSU Research Foundation 
distributed license fee and royalty revenue of $808,071 
to NDSU. The  Research Foundation recognizes an 
operating expense and NDSU recognized operating 
revenue (Sales and Services of Educational 
Departments) because of this revenue distribution. 

 
MAYVILLE STATE UNIVERSTIY AND MAYVILLE 
STATE UNIVERSTIY FOUNDATION 

 
The Foundation has an agreement with MaSU for 
administrative services. Under this agreement , the 
Foundation paid MaSu $182 ,082 during fiscal year 2014. 

 
NORTH DAKOTA STATE COLLEGE OF SCIENCE  
AND    NORTH    DAKOTA    STATE    COLLEGE     
OF SCIENCE FOUNDATION 

 
For the year ended June 30, 2014, NDSCS paid the 
foundation $174,000 for the rental of the Skills & 
Technology Training Center Building. 

 
UNIVERSITY OF NORTH DAKOTA AND UNIVERSITY 
OF NORTH DAKOTA RESEARCH FOUNDATION 

 
The University of North Dakota is considered a related 
party to the Foundation. As of June 30,, 2014 a majority 
of the Foundation's board of directors were employed by 
the University. 

 
During 2014, the University provided contributed service 
of $28,807 to the Foundation, as identified on the 
statement of activities. UND"s Microbiology and 
Immunology department and the Basic Science were 
tenants of the Foundation with monthly rent payments of 
$12,313 and $5,624, respectively, excluding tenant 
reimbursements. 

 
The land for the Foundation's research building was 
provided by the University of North Dakota under a thirty 
year ground lease. The annual rent under the lease is 
one dollar. The Foundation recognized a contribution for 
the fair value at the date of lease. During 2014, the 
remaining temporarily restricted net assets of $36,910 
related to the long-term use of the land were released to 
unrestricted net assets. 

 
During the year ended June 30,2013, the Foundation's 
board of directors decided to pursue a sale of the 
Foundation's facility to the University of North Dakota 
("the University"). Prior to June 30, 2013, the University 
received legislative authority from the North Dakota 
State Board of Higher Education and approval from 
North Dakota University System Chancellor to purchase 
the facility. The University obtained an appraisal dated 
November 19, 2012 estimating the fair value of the 
facility, including furniture, fixtures and other personal 
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property to be $9.806 million. As a result of the 
appraised value and offer from the University, last year it 
was determined that the property owned by the 
Foundation was impaired and the carrying value of the 
Foundation's property and equipment was reduced to 
$9.8 million as of June 30, 2013. On July 12, 2013, the 
University offered to purchase the Foundation's building, 
including all furniture, fixtures, and other personal 
property for $9.8 million. The Foundation accepted the 
offer on July 29, 2013 contingent on verification and 
review of UND's appraisal report, approval of the sale 
from the North Dakota Attorney General's office and the 
University securing acceptable financing. Approval from 
the North Dakota Attorney General's office was received 
on September 13, 2013. The sale of the building to the 
University of North Dakota was completed on September 
16, 2013. No gain or loss is recognized on the sale 
transaction in fiscal year 2014, as the impaired carrying 
value of the property sold was the same as the sale 
price. 

 
As of June 30, 2013, all property and equipment owned 
by the Foundation was considered property held for sale. 
In September 2013, the property held for sate was sold 
to the University of North Dakota. 

 
UNIVERSTIY OF NORTH DAKOTA AND UNIVERSTIY 
OF NORTH DAKOTA  CENTER  FOR  I 
NNOVATION FOUNDATION 

 
The Foundation's building is located on land leased from 
the University of North Dakota. The lease expires in 
2045, but can be extended for periods of ten years. If the 
Foundation does not renew the lease, the building will 
become property of the University of North Dakota. The 
Foundation received notice in fiscal year 2013 of a 
proposed increase in rates for the property and adjacent 
parking lots. Negotiations regarding rates and terms 
have continued during fiscal year 2014. 

 
In 2009 the Foundation entered into an agreement with 
the University of North Dakota to purchase hot water 
transported via pipeline for the purpose of backup heat 
for the Ina Mae Rude Entrepreneur Center. The 
agreement terminates on June 30, 2045 and may be 
terminated with a one year notice. Annual required 
payments through 2024 are $3,000 in addition to the unit 
cost of the steam sold. In 2013 no steam was purchased 
bythe Foundation. 

 
The Foundation has no employees, but rather utilizes 
University employees and independent contractors for 
operations. The Foundation has entered into a service 
and maintenance agreement with the University of North 
Dakota related to housekeeping and maintenance of the 
Ina Mae  Rude Entrepreneur Center through  June  30, 
2016. Approximately $26,000 is included in occupancy 
expenses on the statement of activities related to these 
services for 2013, respectively. 

 
The Foundation has also entered into an agreement with 
University of North Dakota for certain other salaries and 

services for which the  Foundation  paid the University 
$40,000 in 2013.   The a,greement also requires the 
Foundation provide office space in the Ina Mae Rude 
Entrepreneur facility for University of North Dakota staff 
and interns, for which $109,700 has been reported as 
revenue   on   the   statement   of  activities  in  2013, 
respectively. The revenue consists of $61,500 paid by 
the University to the Foundation for the use of space in 
2013, respectively, and $48,200 of in-kind contribution to 
the University each year respectively. In addition, the 
Foundation has reported expenses of $69,154 on the 
statement of activities related to services provided to 
tenants by University employees in 2013. 

 
During 2013, the Foundation also recognized in kind 
contribution revenue from the UNO Center for Innovation 
department in the amount of $133,903 for the value of 
management staffing salaries and benefits provided to 
the Foundation by the Center's employees. The same 
amount is also recognized as an operating expense 
(administrative staffing provided by UNO Center for 
Innovation department) for the same period. 

 
VALLEY CITY STATE UNIVERSITY AND VALLEY CITY 
STATE UNIVERSITY FOUNDATION 

 
The foundation has a Memorandum of Agreement with 
VCSU for administrative services. Under this agreement, 
the foundation paid VCSU approximately $100,844 
during fiscal year 2014. 

 
WILLISTON STATE COLLEGE AND WILLISTON  
STATE COLLEGE FOUNDATION 

 
In fiscal year 2012, WSC and the foundation entered into 
an  agreement  Whereby  the  foundation  lent  WSC 
$500,000 for a dormitory geothermal heating project. 
The note has an eleven year term and a 5 percent fixed 
annual interest rate. 

 
On November 1, 2013, WSC Foundation entered into a 
lease agreement with WSC. The Foundation is leasing a 
bus it had purchased to WSC. The value of the bus was 
$375,000. Quarterly lease payments of $15,000 are 
being made by WSC for a seven year lease term. 

 
The Foundation leases two semis to WSC for $9,000 per 
quarter maturing on June 30, 2013. Effective July 1, 
2013, the payments were reduced to $4,500 per quarter 
on a quarter to quarter basis. The total payments paid to 
the Foundations in fiscal year 2014 were $13,500. 

 
The Foundation leases five trailer homes with a cost of 
$153,997 and a carrying amount of $96,964 to WSC for 
$12,500 per quarter. The lease matured September 30, 
2013 and has continued on a quarter to quarter basis. 
The total payments paid to the Foundation as of June 
30, 2014 were $62,500. 

 
Individuals working on behalf of the Foundation and the 
Department of Motor Vehicles (OMV) are employees of 
and paid by WSC. The Foundation reimburses WSC for 
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the time WSC employees spend on Foundation and 
DMV matters. Funds are reimbursed to WSC and are 
recorded as expenses by the Foundation. The amounts 
reimbursed for the years ending June  30, 2014 was 
$567,252. As of June 30, 2014,the outstanding amount 
owed to WSC was $31,649. 

 

NOTE 12 - FINANCIAL I NSTRUMENTS WITH 
OFF-BALANCE-SHEET RISK 

 
BANK OF NORTH DAKOTA 

The State, through the Bank of North Dakota, is a party 
to financial instruments with off-balance-sheet risk in the 
normal course of business. These financial instruments 
include commitments to extend credit and financial 
standby letters of credit. Those instruments involve vary- 
ing degrees of credit and interest rate risk in excess of 
the amount recognized in the balance sheet. The 
contract amounts of those instruments reflect the extent 
of involvement the State has in particular classes of off- 
balance-sheet financial instruments. 

 
The State's exposure to credit loss in the event of 
nonperformance by the other party to the financial 
instrument for commitments to extend credit and finan- 
cial standby letters of credit is represented by the 
contractual amount of those instruments.The State uses 
the same credit policies in making commitments and 
conditional obligations as it does for on-balance-sheet 
instruments. 

Contract Amount 
  (in thousands)   

collateral supporting those commitments it deemed 
necessary. 

 
Financial standby letters of credit include letters of credit 
pledged for public deposits by North Dakota banks for 
$258,285,000 at December 31, 2013. These letters of 
credit are an authorized form of collateral for public 
deposits per NDCC 21-04-09. 

 
COMMUNITY WATER FACILITY LOAN FUND 

In the normal course of business, the Loan Fund makes 
various commitments that are not reflected in the 
financial statements. These commitments include 
commitments to extend credit of $7,699,000 at 
December 31,2013. 

 
MEDICAL    FACILITY    I NFRASTRUCTURE      
LOAN PROGRAM 

In the normal course of business, the Loan Fund makes 
various commitments that are not reflected in the 
financial statements . These commitments include 
commitments to extend credit of $33,250,000 at June 
30, 2014.  There were also pending commitments of 
$16,746,000 as of June 30,2014. 

 
NORTH DAKOTA HOUSING FINANCE AGENCY 

In the normal course of business, the Agency makes 
various commitments that are not reflected in the 
financial statements. These include commitments to 
extend credit and the debt reduction required when 
related loan acquisition funds are not drawn down within 
prescribed  time  frames  set  by  the  specific  bond 

Commitments to extend credit 

Financial standbyletters of credit 

$ 804,130 

311,131 
 

$ 1,115,261 

resolution. 
 

Commitments to extend credit are agreements to fund 
loans as long as there is no violation of any condition 
established in the contracts. Commitments require the 

Commitments to extend credit are agreements to lend as 
long as there is no violation of any condition established  
in the contract. Commitments generally have fixed 
expiration dates or other termination clauses and may 
require payment of a fee. Since many of the 
commitments may expire without being drawn upon, the 
total commitment amounts do not necessarily represent 
future cash requirements. The amount of collateral 
obtained by the State upon extension of credit is based 
on management's credit evaluation of the customer. 
Collateral   held  may   include   accounts   receivable, 
inventory, property, plant and equipment, and income- 
producing commercial properties. 

 
Financial standby lers of credit are conditional 
commitments issued by the State to guarantee the 
performance of a customer to a third party. Those 
guarantees are primarily issued to support public 
borrowing arrangements. The credit risk involved in 
issuing letters of credit is essentially the same as that 
involved in extending loan facilities to customers . The 
likelihood of funding any of these letters of credit is 
considered to be remote. The State generally holds 

payment of a reservation fee and generally have a fixed 
expiration date.  Commitments to extend  credit total 
$24,162,000 at June 30,  2014. Of this $24,162,000 
commitments to extend credit, $0 would qualify for 
Ginnie Mae securitization. The permanent financing for 
committed government insured loans will be determined 
based on the cost availability of bond proceeds as 
compared to the current mari<et value of a Ginnie Mae 
Mortgage Backed Security. The Agency does not 
anticipate any material losses as a result of these 
commitments. 

 
The bond resolutions require that the funds in the loan 
acquisition accounts be expended within 42 months of 
the related bond delivery date. Any remaining funds 
must be used for debt reduction. The loan acquisition 
funds totaled $38,769,000 at June 30,2014. 
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PUBLIC FINANCE AUTHORITY 

In the nonnal course of business, the Finance Authority 
(a component unit) makes various commitments that are 
not reflected in the financial statements. These 
commitments include commitments to extend credit of 
$135,370,000 at December 31,2013. 

 

NOTE 13 - INTEREST RATE SWAP 
 

NORTH DAKOTA HOUSING FINANCE AGENCY 

As a means to lower its borrowing costs, when 
compared against fixed-rate bonds at the time of 
issuance, the Agency entered into several cash flow 
hedges or swaps in connection with various variable-rate 
housing bond series. The Agency cash flow hedges are 
pay-fixed. The intention of these swaps was to 
effectively change the Agency's interest rate on the 
bonds to a fixed rate. The Agency also has cash flow 
hedges that were entered into in connection with 
variable-rate housing bond series that no longer have 
bonds outstanding as those bonds have been called. 
The cash flow hedges that are not connected to a 
specific bond series hedge the risk related to the 
Agency's other variable-rate  housing bonds that are 
unhedged. 

 
The bonds and the related swap agreements have a 
stated issuance and maturity date. Some of the swaps 
have optional tennination dates. Under the swaps, the 
authority pays the counterparty a fixed payment and 
receives a variable payment computed as a percent of 
the London Interbank Offered Rate (LIBOR) plus a fixed 
percentage on the swap notional amount. On the other 
hand, the bond's variable-rate coupons are detennined 
by the remarketing agent. If for  any reason the 
remarketing agent fails to act,the rate shall be the lesser 
of (i) the TBMA Index plus 0.25% or (ii) the Maximum 
Rate as defined withinthe applicable series resolution. 

 
As of June 30,2014,the Agency did not have any swaps 
that had a positive fair value. Of the swaps with negative 
fair value, the Agency is not exposed to credit risk. 
However, the swap exposes the Agency to basis risk 
should the relationship between LIBOR and  TBMA 
converge, changing the synthetic rate on bonds. The 
swap counterparty has guaranteed all payments and is 
rated AAa/AA+/AAA by Moody's Investor Services, 
Standard & Poor's, and Fitch, respectively. To mitigate 
potential credit risk, the counterparty has entered into 
Credit Support Agreements with Bank of New York 
Mellon and the Royal Bank of Canada as a credit 
enhancement. 

 
The Agency has entered into netting arrangements 
whenever it has entered into more than one derivative 
instrument transaction with a counterparty . Under the 
tenns of these arrangements netting provisions pennit 
each party to net the transactions' fair values so tnat a 
single sum will be owed by, or owed to, the other party. 
At June 30, 2014, the Agency owed the swap providers 

a fixed  rate  on the  notional  amount of the  swaps  of 
$2,279,000 and the swap providers owed the Agency a 
variable rate on the notional amounts of $152,000 
making the net payment that the Agency owed the swap 
providers  $2,127,000. 

 
Due to the difference in the variable rate indices, the 
swaps had a net negative fair value of $10,653,000 as of 
June 30, 2014. Accordingly, the financial derivative 
instrument is reported as a liability and the accumulated 
changes in fair value of the swaps are reported as a 
deferred outflow at June 30, 2014. The coupon on the 
government's variable-rate bonds adjust to changing 
interest rates, the bonds do  not have a corresponding 
fair value increase. All valuations are as of the valuation 
date indicated. Mid-Market or  indicative  unwind 
valuations may be derived from broker quotations or 
from proprietary models that take into consideration 
estimates about relevant present and future market 
conditions as well as the size and liquidity of the position 
and any related actual or potential hedging transactions. 
Valuations based on other models or different 
assumptions may yield different results. 

 
The swap exposes the Agency to basis risk should the 
relationship between LIBOR and the actual variable 
rates  converge,  changing  the  synthetic  rate  on  the 
bonds. The effect of this differencein basis is indicated 
by the difference between the intended synthetic rate 
and the synthetic rate as of June 30, 2014. If a change 
occurs that results in the rates' moving to convergence, 
the expected cost savings may not be realized. 

 
The derivative contract uses the International Swap 
Dealers Association Master Agreement, which includes 
standard termination events, such as failure to pay and 
bankruptcy. The Schedule to the Master Agreement 
includes an "additional termination event.• That is, the 
swap may be terminated if counterparty's credit quality 
rating falls below "A3" as Issued by Moody's Investors 
Service or "A-" asissued by Fitch Ratings or Standard & 
Poor's. The swap may be terminated at any time by the 
Agency or the counterparty with 30 days written notice 
up to limits specified in the swap agreement. If the swap 
or swaps were terminated,the variable-rate bonds would 
no longer carry a synthetic interest rate. Also,if at the 
time of terminations the swap has a negative fair value, 
the Agency would be liable to the counterparty for 
payment equal to the swap's fair value, but in the event 
the fair value is positive, the counterparty would be liable 
to the Agency. 

 
The Agency is exposed to rollover risk on hedging 
derivative instruments that are hedges of debt that 
mature or may be tenninated prior to maturity of the 
hedged debt. When these hedging derivative 
instruments tenninate, or in the case of a tennination 
option, if the counterparty exercises its option, the 
Agency will be re-exposed to the risks being hedged by 
the hedging derivative instrument. The Agency also is 
exposed to rollover risk on the swaps that mature and 
the Agency does not call the related variable rate debt. 
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1. Bond Series 2004 C 2005 C 2006 A 2008 A
2. Issuance Date 6/10/2004 9/21/2005 5/4/2006 2126/2008
3. Maturity Date 111/2035 1/112036 711/2016 1/1/2017
4. Notional Amount $330,000 $12,000,000 $30,210,000 $13,700,000
5. Variable-rate Bonds $410,000 $12,000,000 $27,625,000 $13,155,000
6. Fixed Rate 4.095% 3.889% 3.955% 3.198%
7. LIBOR Percentage 63.00% 63.00% 63.00% 63.00%
8. AdditionalPercentage 0.34% 0.31% 0.31% 0.32%
9. Bonds Variable-rate 0.07000% 0.08000% 0.09000% 0.07000%
10. Fair Value $(6,000) $(809,000) $(2,532,000) $(1,015,000)
11. Percentage of LIBOR 0.34000% 0.31000% 0.31000% 0.32000%
12. Synthetic Rate 3.82500% 3.65900% 3.73500% 2.94800%
13. Actual Synthetic Rate 4.06997% 3.74422% 3.79984% 2.98958%
14. Change in Fair Value $32,000 $248,000 $862,000 $262,000
15. Optional Tenninatlon Date NIA 1/1/2016 N/A N/A

 
 

 

1. Bond Series 2008 B 2008 D 2009 8 2014 B
2. Issuance Date 2126/2008 8/5/2008 7/30/2009 6/24/2014
3. Maturity Date 7/1/2038 711/2039 1/1/2025 7/1/2044
4. Notional Amount $9,235,000 $21,850,000 $37,095,000 $27,055,000
5. Variable-rate Bonds $12,735,000 $21,850,000 $47,745,000 $27,055,000
6. Fixed Rate 4.725% 3.919% 3.108% 2.890%
7. LIBOR Percentage 100.00% 63.70% 64.70% 65.80%
8. Additional Percentage 0.00% 0.20% 0.23% 0.17%
9. Bonds Variable-rate 0.11000% 0.07000% 0.07000% 0.09000%
10. Fair Value $(1,239,000) $(2,454,000) $(2,187,000) $(411,000)
11. Percentage of LIBOR 0.00000% 0.20000% 0.23000% 0.17000%
12. Synthetic Rate 4.83500% 3.78900% 2.94800% 2.81000%
13. Actual Synthetic Rate 5.03533% 3.75598% 2.85758% NIA
14. Change in Fair Value $207,000 $322,000 $(1,058,000) $411,000
15. Optional Termination Date 1/1/2020 1/1/2018 7/1/2016 NIA

 

Using rates as of June 30, 2014, debt service requirements of the variable-rate debt and new swap payments are as 
follows. Interest calculations were based on rates as of June 30, 2014. As rates  vary, variable-rate bond interest 
payments and net swap payments will vary. (Expressed in thousands.) 

 
Variable-Rate Bond 

Fiscal Year 
Ending June 30 

 
PrinciQal 

  
Interest 

 Interest Rate 
SwaQ, Net 

 
Total 

2015 $ 2,350  $ 130  $ 4,877 $ 7,357 
2016 3,410 127 4,759 8,296 
2017 43,650 95 3,360 47, 105 
2018 2,360 89 3,077 5,526 
2019 1,865 87 3,008 4,960 

2020-2024 25,545 382 12,858 38,785 
2025-2029 17,105 285 10,420 27,810 
2030-2034 10,710 254 9,246 20,210 
2035-2039 36,605 154 5,146 41,905 
2040-2044 17,460 35 1,047 18,542 
2045-2049   1,515 1,515 

 $ 162,575 $ 1,638 $ 57,798 $ 222,011
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NOTE 14 - SIGNIFICANT CONCENTRATI ONS 
OF CREDIT RISK 

 
Most of the State's business is with customers within the 
state. Concentrations of credit are present in the con- 
struction and operation of community water facilities, 
developmentally disabled facilities, loans to students for 
post-secondary education, single-family and multifamily 
mortgage loans, and the agricultural industry. Due to the 
pervasive nature of agriculture in the economy of the 
state, all loans, regardless of type, are impacted by 
agriculture. 

 

NOTE 15 - RISK MANAGEMENT 
 

Several funds accumulate assets to cover risks that the 
State may incur. Specifically, the State assumes a 
portion or substantially all risks associated with the 
following: 

 
THE STATE FIRE AND TORNADO FUND 

The State Fire and Tornado Fund, an Enterprise Fund,is 
financed by premiums charged to the participating funds 
of the State. All monies collected must be paid into the 
fund  for  use  only  for  the  purpose  outlined  in 
NDCC 26.1,.,22.02. 

 
All losses occasioned by the hazards provided for in the 
North Dakota Century Code must be paid out of ttie 
fund, with the fund being reimbursed by a third-party 
insurance carrier for all losses in excess of $1,000,000 
per occurrence . The limit of liability of such reinsurance 
contract is no less than $1,000,000 during each twelve 
month period. 

 
STATE BONDING FUND 

The State Bonding Fund, an Enterprise Fund, is 
financed by premiums charged to each State agency for 
the bonding of public employees and public officials. 

 
FLEET SERVICES 

Fleet Services, an Internal Service Fund, represents the 
State's fleet of automobiles and is administered by the 
Department of Transportation. The State is self-insured 
for substantially all automobile insurance (e.g., 
comprehensive, collision), with the exception of liability, 
whichis provided by the State's Risk Management Fund 
(RMF). State agencies are charged premiums to cover 
Fleet Service's RMF assessment and to pay for those 
losses that are not covered by RMF. These premium 
charges are factored into the fees agencies are charged 
when renting the cars. 

WORKFORCE SAFETY & INSURANCE 

Workforce Safety & Insurance (WSI), an Enterprise 
Fund, is a State insurance fund and a "no fault" 
insurance system, covering the State1s employers and 
employees. WSI is financed by premiums assessed to 
employers. The rate of such premiums is periodically 
adjusted to assure the solvency of WSI. The premiums 
are available primarily for the payment of claims to 
employees injured in the course of employment. During 
fiscal year 2014, a total of $292,047,713 in claims was 
recognized.  Incurred   but   not   reported   claims   of 
$1,052,806,000 have been accrued as a liability based 
primarily upon actuarial estimates. 

 
RISK MANAGEMENT FUND 

Due to the loss of sovereign immunity, the 1995 
Legislature established the Risk Management Fund 
(RMF) to pay money damages for tort claims for which 
the State is liable. The statutory liability of the State is 
limited to a total of $250,000 per person and $1,000,000 
per occurrence. The State purchases commercial 
insurance for claims in excess of coverage provided by 
the Fund and continues to transfer liabilities for medical 
malpractice and aviation to private insurance carriers. 
Settlements have not exceeded insurance coverage in 
any of the past three fiscal years. 

 
Revenues to the RMF are generated from contributions 
required from state agencies, boards and commissions, 
and the University System. The need for and amount of 
funding is determined using a projected cost allocation 
approach. The premise of this plan is that the agencies 
with greater expected loss costs should contribute more 
to the funding of the RMF than those agencies with 
lessor costs. The underlying logic is that contributions 
should roughly equal loss costs plus the expenses of 
administering the program over the long term. 

 
The RMF liabilities are reported when it is probable that 
a loss has occurred and the amount of that loss can be 
reasonably estimated. Liabilities include an amount for 
claims that have been incurred but not reported.Unpaid 
claim liabilities are based on an actuarial study of the 
outstanding loss reserve need for the fund and a 
forecast  of  ultimate  loss  and  loss  expense. These 
liabilities were determined on an undiscounted expected 
level of ultimate  loss. Because  actual  claims liabilities 
are affected by complex factors including inflation, 
changes in legal doctrines, and unanticipated damage 
awards, the process used in computing claims liabilities 
does not necessarily result in exact amounts. Claims 
liabilities will be re-evaluated periodically to take in 
consideration settled claims, the frequency of claims, 
and other economic and social factors. 
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The following table presents the changes in claims liabilities balance for the fiscal years ending June 30,2013, 
and June 30, 2014: 

 
Fiscal 

  Year   
Beginning 

  Balance   
Current Year Claims and 

Changes In Estimates 
Claims 

Payments 
Ending 

  Balance   
2013 $ 
2014 

1,801,531 
1,647,808 

$ 218,253 
426,098 

$ 371,976   $ 
359,611 

1,647,808 
1,714,295 

 
The Risk Management Workers Compensation Program 
(WCP) was established to consolidate all state entities 
under one workers compensation account, allowing for 
transitional duty between entities. The statutory liability 
of the fund is limited to $100,000 per claim with 
Workforce    Safety   &   Insurance,   providing   excess 
insurance for claims that exceed the $100,000  cap. 
WCP pays separately for this coverage. Since the 
inception of WCP on July  1, 2001, twenty-seven claims 
exceeded coverage by $5,607,427. 

 
Revenues to WCP are generated from contributions 
required from state agencies, boards, commissions, and 
the University System. The amount contributed from 
each agency is actuarially determined by Workforce 
Safety & Insurance and based upon the number of 
employees, the type of work done, and claims history of 
each entity. Each entity also pays a deductible of $250 
per claim. 

The WCP liabilities are reported when it is probable that 
a loss has occurred and the amount of that loss can be 
reasonably estimated. Liabilities include an amount for 
claims that have been incurred but not reported. 
Because actual claims liabilities are affected by complex 
factors including inflation, changes in legal doctrine, and 
unanticipated damage awards, the process used in 
computing claims liabilities does not necessarily result in 
exact amounts. Claims liabilities will be re-evaluated 
periodically to take into consideration settled claims,the 
frequency of claims, and other economic and social 
factors. An actual study was performed for Workforce 
Safety & Insurance. The liability estimates are based on 
that study. 

 
The following table presents the changes in claims liabilities balance for the fiscal year ending June 30, 2014: 

 
Fiscal 

  Year   
Beginning 

  Balance   
Current Year Claims and 

  Changesi n Estimates   
Claims 

  Payments   
Ending 

  Balance   
 

2013 $ 5,497,973 $ 4,909,442 $ 4,674,335 $ 5,733,080
2014 5,733,080 5,106,019 4,553,350 6,285,749
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NOTE 16 - PUBLIC ENTITY RISK POOLS 
 

A.  GENERAL 

FIRE AND TORNADO AND BONDING FUND 

The Fire and Tornado Fund provides property insurance 
to state agencies, political subdivisions, the International 
Peace Garden and the Winter Show. The Fire and 
Tornado Fund has issued 1,137 policies to participating 
entities  for  a  total  building  and  content  coverage  of 
$12.04 billion. The Bonding Fund is used to provide 
fidelity bonding of public employees and officials. The 
Fund has issued 2,989 policies to participating entities. 
The total coverage for the Bonding Fund is $704.2 
million. If the assets of these funds were exhausted, fund 
participants would not be responsible for the funds' 
liabilities. 

 
The Fire and Tornado and Bonding Fund are accounted 
for on the accrual basis. The Fire and Tornado Fund 
establishes claim liabilities based on estimates of the 
ultimate cost of claims that have been reported but not 
settled, and of claims incurred but not reported. The 
Bonding Fund establishes claim liabilities based on 
actual judgments obtained against the fund but not paid 
prior to fiscal year end. Liabilities for incurred but not 
reported losses have not been established based on 
prior year activity. Neither fund incurred any acquisition 
costs, which should have been capitalized, nor were any 
liabilities recognized that were discounted. Investment 
income was not considered in determining the existence 
of premium deficiencies. 

 
The Fire and Tornado Fund uses reinsurance 
agreements to reduce its on covered losses in excess of 
$1.0 million. Reinsurance permits recovery of a portion 
of losses from reinsurers, although it does not discharge 
the primary liability of the Fund as direct insurer of the 
risks that are reinsured. The Fire and Tornado Fund 
does not report reinsured risks as liabilities unless it is 
probable that those risks will not be covered by 
reinsurers. The amount recoverable on pending losses 
at June 30, 2014 was $295,000 reducing the Funds' 
liability. 

 
WORKFORCE SAFETY & INSURANCE 

Workforce Safety & Insurance (WSI}, an Enterprise 
Fund, is  a  state  insurance  fund  and  a  "no  faulr 
insurance system covering the State's employers and 
employees. At June 30, 2014, coverage extended to the 
following employers: 

WSI is financed by premiums assessed tothe employers 
of North Dakota.The premiums are available primarily 
for the payment of claims to employees injured in the 
course of employment. 

 
The operations of WSI are accounted for on the accrual 
basis. Liability for incurred but not reported and 
incomplete claims and claims expense Is estimated by 
WSl's actuary. The estimate is developed by  WSl's 
actuary, taking into consideration past  experience  of 
WSI in paying claims, and  general conditions of the 
environment in which WSI operates.  The  liability 
includes estimates of costs to settle  individual  claims 
that have been reported, plus a provision for 
losses incurred but not yet reported and includes the 
effects of inflation and other societal and economic 
factors. WSI records the liability at a discounted amount. 

 
As adjustments to this estimated liability become 
necessary, such adjustments are reflected in current 
operations. Management believes the estimated liability 
for losses and loss adjustment expense is sufficient to 
cover the Ultimate net cost of incurred claims, but such 
reserves are necessarily based on estimates and the 
ultimate liability may be greater or less than the amounts 
estimated. 

 
For the year ended June 30, 2014, the actuary 
presented an estimate in the form of a range to 
emphasize the uncertainty for a "long-tailed liability 
insurer such as workers' compensation . These ranges 
are as follows (expressed in thousands) : 

 
Expected 

  Low  Value  High   
Full Value Basis 

(undiscounted}  $1,628,784 $  1,743,005   $  1,875,368 
Present Value 

Basis (discounted 
at 5% rate) $ 983,427  $ 1,052,806  $ 1,134,738 

 
WSI has adjusted the estimated liability for unpaid loss 
and loss adjustment expense to the actuary's five 
percent discounted expected value of $1,052,806,000 at 
June 30, 2014. 

 
While management has recorded amounts that fall within 
the ranges of estimated liabilities as computed under 
actuarial  assumptions,   the   high  level  of  uncertainty 
indicates that actual losses and expenses could be 
materially higher than the recorded estimated liability. 

 
WSI did not incur any acquisition costs that should have 
been capitalized at June 30, 2014. 

 

Annual Premium  
$250 - $5,000 18,798

$5,001 - $50,000 5,562
$50,001 - $100,000 533

Over $100,000   496

Total Employers 25,389
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8. RECONCILIATION OF CLAIMS LIABILITIES 

The following is a reconciliation of total claims liabilities, including an analysis of changes in aggregate liabilities for 
claims and claim adjustment expenses for the current fiscal year and the prior year (expressed in thousands): 

 
Fire And Tornado Bonding Wori<force Safety & Ins 

 

 2014 2013 2014 2013 2014 2013
Unpaid claims and claims adjustment expenses 

at the beginning of the year 
 
$ 2,195

 
$ 1,811

 
$ 42

 
$   205 

 
$ 958,709

 
$ 865,645

Incurred claims and claims adjustment 
expenses: 

Provision for current fiscal year 1,639 1,929 39 (115) 337,537 299,882
Change in provision for prior fiscal year     (2,546) 7,381

Payments and claims and adjustment expenses
attributable to: 

      

Current fiscal year insured events 642 267 33 157 (64,846) (52,886)
Prior fiscal years' insured events (2,196) (1,811) __(,4_2....)._ (205) (130,675) (116,146)

Total Payments (1,554) (1,544) - (9 ....)._ (48) (195,521) (169,032)

Change in provision for discount (45,373) (45,167)

Total   unpaid   claims   and   claims  adjustment 
expenses atthe end of the year 

 
$ 2,280

 
$ 2,196

 
.$...._ 72

 
$ 42 

 
$  1,052,806

 
$  958,709

 
 

NOTE 17 - BANK OF NORTH DAKOTA 
 

GASB Statement No. 34 requires assets and liabilities of 
enterprise funds be presented in a classified format to 
distinguish between current and long-term assets and 
liabilities. The Bank of North Dakota is the only 
government-owned bank in the United States. Banks do 
not present a classified balance sheet because current 
assets are not matched with current liabilities. 
Presentat on of a classified balance sheet would give the 
false impression that there is a liquidity problem at the 
bank. Presentation of a classified balance sheet for the 
Bank of North Dakota would be misleading to the extent 
that the financial statements may be materially 
misstated. Therefore, the balance sheet of the Bank of 
North Dakota presents assets and liabilities in order of 
their relative liquidity, rather than in a classified format. 

 

NOTE 18 - COMMITMENTS AND 
CONTINGENCIES 

 
A. LONG-TERM  COMMITMENTS 

BANK OF NORTH DAKOTA 

Under chapter 61-02.1-04 of North Dakota Century 
Code, principal and interest on State Water Commission 
bonds issued are payable from transfers to be made and 
appropriated by the legislative assembly from the water 
development trust fund as provided in section 61-02.1- 
05, then from transfers to be made and appropriated by 
the legislative assembly from revenues in the resources 
trust fund other than revenues from state taxes, then 
from appropriations of other available revenues in the 

then current biennium, and then from any  other 
revenues the State Water Commission makes available 
during the then current biennium for that purpose, 
including any federal moneys received by the state for 
the construction of flood control or reduction projects to 
pay bonds issued for that project. If sufficient funds from 
these sources are not available, then from transfers to 
be made and appropriated  by the legislative assembly 
from the first available current biennial earnings of the 
Bank of North Dakota not to exceed $6,500,000 per 
biennium prorated with any other bonds payable from 
transfers to be made and appropriated by the legislative 
assembly from the available current biennial earnings of 
the Bank of North Dakota, to be credited by the trustee 
to the fund established for paying principal and interest 
on the bonds under a trust indenture. If the bank has to 
provide a transfer to the State Water Commission to 
make principal and interest payments on these bonds, 
the State Water Commission would then have to request 
from the next legislative assembly funding to repay the 
transfer made by the bank. 

 
Chapter  6-09.7-09  provides that the Bank of  North 
Dakota may guarantee the loan of money  by banks, 
credit unions, lending institutions that are part of the farm 
credit system, and savings and loan associations in this 
state to eligible persons for the purchase of agricultural 
real estate or the restructuring of agricultural real estate 
loans, provided the transactions do not exceed a loan to 
value ratio of 80% and further provided that no single 
loan exceeds $400,000. The Bank may have no more 
than $8,000,000 in outstanding loan guarantees under 
this program. The Bank may guarantee up to 75% of the 
amount of principal due the lender. The guarantee term 
may not exceed 5 years. The Bank had no outstandi ng 
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guarantees as of December 31, 2013. The Bank had no 
guarantee commitments outstanding as of December 31, 
2013. 

 
Chapter 6-09.15 provides that the Bank of North Dakota 
provide a Beginning Entrepreneur Loan Guarantee 
Program. The program includes an agreement with a 
lender that in the event of default by a beginning 
entrepreneur under a note and mortgage or other loan or 
financing agreement, the Bank shall pay the lender the 
amount agreed upon up to 85 percent of the amount of 
principal due thelender on aloan at the time the claimls 
approved.The totaloutstanding loans that the Bank may 
guarantee  cannot  exceed  5%  of the  Bank's tier  one 
capital as define by the Department of Financial 
Institutions. A lender may apply to the Bank for a loan 
guarantee for a loan of up to $200,000. The term of the 
guarantee may not exceed five years. As of December 
31, 2013, the Bank has guarantees outstanding totaling 
$4,733,000     and     had     guarantee      commitments 
outstanding of $47,000 included in commitments to 
extend credit. 

 
H.B. 1185, Section 3 - The Bank shall transfer up to 
$5,000,000 to the rebuilders loan program. As of 
December 31, 2013, the Bank had transferred the entire 
amount. 

 
S.B. 2014, Section 7 - The Bank shall transfer up to 
$28,000,000 from its current earnings and undivided 
profits to the partnership in assisting community 
expansion fund. As of December 31, 2013, the Bank 
had transferred $6,800,000. 

 
S.B. 2014, Section 8 - The Bank shall transfer up to 
$2,000,000 from its current earnings and undivided 
profits to  the agriculture partnership in assisting 
community expansion fund, As of December 31, 2013, 
the Bank had transferred $700,000. 

 
S.B. 2014, Section 9 - The Bank shall transfer up to 
$2,000,000 from its current earnings and undivided 
profits to the biofuels partnership in assisting community 
expansion fund. As of December 31, 2013, the Bank 
had transferred $100,000. 

 
S.B. 2014, Section 10 - The Bank shall transfer up to 
$6,000,000 of its current earnings and undivided profits 
to the beginning farmer revolving loan fund. As of 
December    31,    2013,   the    Bank   had    transferred 
$1,200,000. 

 
RETIREMENT AND INVESTMENT OFFICE (RIO) 

The State Investment Board has at June 30, 2014, 
committed to fund certain alternative investment 
partnerships for an amount of $982.4 million. Funding of 
$741.7 million has been provided leaving an unfunded 
commitment of approximately $240.7 million. 

MANDAN REMEDIATION TRUST 

As of November 23, 2004, the North Dakota Department 
of Health entered into a quick start contract with 
Leggette, Brashears & Graham, Inc. (LBG) for the 
performance of remediation services. The amount of the 
contract was $149,262. A master services agreement 
was signed on January 18, 2005, between LBG and the 
North Dakota Department of Health for the performance 
of remediation services. Mandan Remediation Trust 
agrees to pay LBG for services rendered under the quick 
start contract and the master services agreement 
pursuant to the Mandan Remediation Trust Agreement. 
The master services agreement pro\iides a fee schedule 
for cons1,.1lting services and equipment use. LBG was 
reimbursed $263,442 during 2013 for services rendered 
under the contract. 

 
STATE COURTS 

 

State Courts has entered into various contracts with third 
parties for services. The outstanding commitment on 
these contracts as of June 30, 2014 is $1,348,604. 

 
INDUSTRIAL COMMISSION 

Under the Lignite Vision 21 Program, the Commission 
has entered into an amended contract for the amount of 
$10,000,000 with American Lignite Energy. The purpose 
of the amended contract is for conducting the FEED 
process for  a coal-to-liquids plant in Mclean  County. 
The  balance  outstanding  at  June  30,   2014,   is 
$8,614,998. In addition, the Commission has entered 
into a contract for conducting pre-FEED and FEED 
studies with Great Northern Power Development. The 
balance outstanding at June 30, 2014, is $3,572,866. 

 
Under the Lignite Research Program, the Commission 
has entered into a contract with Lignite Energy Council 
to enhance, preserve and protect North Dakota Lignite 
Industry Phase VI. The balance outstanding at June 30, 
2014 is $4,472,250. 

 
Under the Oil and Gas Research Program, the 
Commission has entered into a contract with University 
of North Dakota for a public-private partnership to 
support geology and geological engineering education 
and research at UND's College of Engineering and 
Mines. The balance outstanding at June 30, 2014 is 
$3,000,000. Also under this program, the  Commission 
has entered into a contract with the Energy and 
Environmental Research Center to determine the 
uniqueness of Three Forks Bench Reserves, determine 
optimal well density in the Bakken Pool and optimizing 
Bakken production.The balance outstanding at June 30, 
2014 is $5,443,600. 

 
Under the Outdoor Heritage  Fund Program, the 
Commission has entered into a contract with ND 
Association of Soil Conservation Districts for a statewide 
conservation tree planting initiative. The balance 
outstanding as of June 30, 2014 is $1,690,200. Also 
under this program, the Commission has entered into a 
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contract with ND Game and Fish Department for a 
outdoor heritage habitat initiative. The balance 
outstanding as of June 30, 2014 is $1,900,000. 

 
The Commission also has various significant 
commitments at June 30, 2014, for the purchase of 
various types of research, services and other goods 
totaling $6,542,482. 

 
MILL AND ELEVATOR 

As of June 30, 2014, the Mill had commitments to 
purchase 3,140,624 bushels of spring wheat and 
313,380 bushels of durum. 

 
PUBLIC FINANCE AUTHORITY 

 

The Finance Authority purchased letters of credit from 
the Bank of North Dakota in order to fund the reserves 
for the Capital Financing Program Bonds. As of 
December 31, 2013, $11,469,000 of credit was available 
through these letters of credit and no funds have been 
advanced. 

 
JOB SERVICE NORTH DAKOTA 

As of June 30, 2014, Job Service has commitments to 
pay $2,742,777 for purchase orders and contracts 
awarded for goods, services, software licenses, software 
support, and software server hosting to be provided in 
Mure  periods,  all  federally  funded. Of this  amount 
$2,237,036 is committed to the WyCAN Consortium to 
build a Unemployment Insurance computer system. 

 
HOUSING INCENTIVE FUND 

 

The Fund makes various commitments relating to 
construction projects to meet unmet housing needs 
across North Dakota. The Fund had $30,626,628 of 
signed commitments for construction projects as of June 
30, 2014. The Fund had an additional $18,622,887 of 
conditional commitments for construction projects as of 
June 30, 2014. The total paid on these commitments as 
of June 30, 2014 was $21,999,655. 

 
DEPARTMENT OF HUMAN SERVICES 

As of June 30, 2014,the Department of Human Services 
had significant commitments for the purchase of various 
types of services totaling $244,463,857. 

 
AERONAUTI CS COMMISSION 

As of June 30, 2014, the Aeronautics Commission had 
significant commitments of approximately $9,744,061. 
This amount consists of grants to political subdivisions 
for maintenance and improvements of their airports. 

 
DAIRY PRODUCTS PROMOTION COMMI SSION 

As of June 30, 2014, the Dairy Products Commission 
had significant commitments of $160,000. This amount 
consists of a contract with Midwest Dairy Association to 
implement and administer programs intended to 
contribute to the  betterment of North Dakota  dairy 

farmers and the State's dairy industry. The contract also 
provides the Commission with administrative,  financial, 
and reporting services. 

 
NORTH DAKOTA SOYBEAN COUNCIL 

As of June 30, 2014, the North Dakota Soybean Council 
had significant commitments of $1,605,505. This amount 
mainly consists of grants for the research and 
development of soybeans. 

 
STATE HISTORICAL SOCIETY OF NORTH DAKOTA 

As of June 30, 2014, the State Historical Society of 
North Dakota has entered into various contracts in the 
amount of $1,716,556 for exhibits and building repairs to 
the courthouse in Jamestown, North Dakota. 

 
STATE WATER COMMISSION 

As of June 30, 2014, the State Water Commission had 
long-term commitments of $381,016,418 for various 
water projects. 

 
NORTH DAKOTA DEPARTMENT OF 
TRANSPORTATION 

At June 30, 2014, the North Dakota Department of 
Transportation (Special Revenue Fund) had non- 
construction  contract  commitments   of  approximately 
$185.0 million. 

 
Construction commitments at June 30, 2014, totaled 
approximately $614.0 million, of which $232.0 million 
represents federal programs which are  cost 
reimbursable. These commitments will be funded with 
future appropriations as work is performed. 

 
UNIVERSITY SYSTEMS 

Contracts for the construction of various projects on 
behalf of the University System have been let as follows 
(expressed in thousands): 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

NORTH DAKOTA DEVELOPMENT FUND 

The board of directors has approved equity investments, 
loans, grants, and guaranty of collections at June 30, 
2014, for which funds have not been disbursed or written 
agreements entered into in the amount of $3,363,552. 

Original 
Issue 

Paid To 
Date 

Amount To 
Be Paid 

BSC $ 21,086 $ 6,867 $ 14,219
DCB 1,168 518 650
DSU 98  98
LRSC 5,370 3,872 1,498
MaSU 2,608 1,067 1,541
MiSU 8,220 2,475 5,745
NDSCS 8,925 2,603 6,322
NDSU 87,622 44,134 43,488
UNO 50,151 33,351 16,800
vcsu 10,632 10,027 605
wsc 21,748 8,821 12,927
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OTHER CONSTRUCTION COMMITMENTS 

Office of Management and Budget $ 
Office of Attorney General 
Office of State Tax Commissioner 
Legislative  Assembly 
Legislative Council 
ND Schoolfor the Deaf 
ND School for the Blind 
Department of Human Services 
Highway Patrol 
Department of Corrections 
Adjutant Geheral  
Historical Society 
Department of Transportation 

 

B. LIT/GAT/ON 

 
 

1,382 
398 
252 

40 
37 

285 
2,060 

58,128 
4,791 
1,411 
7,644 
2,642 

151,241 

issued in March of 2013. As a result of this audit, 
approximately $115,976 of identifiable questioned costs 
was noted. Also, there were several findings which had 
potentially significant, unknown, questioned costs. The 
State Is cooperating with the federal government to 
resolve the findings and is optimistic these findings will 
not have a material impact on the State. 

 
NOTE 19 • POLLUTION REMEDIATION 
OBLIGATION 

 
INDUSTRIAL COMMISSION 

The State has been notified by the public oil industry of 
an oil contamination in western North Dakota. The State 
has assumed responsibility for the cleanup of these 
incidents. The State expects that the remediation effort 
will   consist   of   three   components-removal   of 

The estimated loss In all of the litigation against the 
State in which a loss to the State was probable was 
$100,000 to $500,000. Litigation that is reasonably 
possible to result in an unfavorable outcome is estimated 
at a range of $1,460,000 to $5,200,000. 

 
The estimated gain in all the litigation brought by the 
State in which a gainis probable is estimated at a range 
of $4,000,000 to $13,000,000. 

 
In November 1998, the North Dakota Attorney General 
joined forty-five other states and five territories in a 
settlement agreement against the nation's largest 
tobacco manufacturer. The Master Settlement 
Agreement  includes  base  payments  to  states  totaling 
$220.6 billion for the next 25 years, and continues in 
perpetuity. North Dakota's share of the settlement is 
expected to be $866 million over the next 25 years. The 
amount of the annual payment is subject to a number of 
modifications, including adjustments for inflation ad 
usage volumes.Some of the adjustments may result in 

Increases in the payments (inflation, for example), or 
other adjustments will likely cause decreases in the 
payments (e.g., volume adjustments). The net effect of 
these adjustments on future payments is unclear. 

 
The State had not settled any cases before June 30, 
2014, in which the settlement had not been paid as of 
June 30, 2014. 

 

C. QUESTIONED  COSTS 

The State receives federal financial assistance which is 
subject to review and audit by the Office of the State 
Auditor and the federal government. This assistance is 
generally conditioned upon compliance with certain laws 
and regulations. Disallowed and questioned  costs 
relating to federal assistance could become a liability to 
the State. The State estimates that the ultimate 
disallowances pertaining to federal assistance, if  any, 
will be immaterial to its overall financial condition. 

 
The single audit of the State of North Dakota for the two- 
year period ending June 30, 2012, was completed and 

contamination, disposal of contamination and filling back 
in the remediated area with clean materials. The State 
expects to pay $1,415,262 to physically clean up the 
incidents and restore the contaminated area. This 
amount is based on contacts with third parties for the 
remediation efforts. The estimate is subject to change 
due to factors such as price increases, technology or 
changes in laws and regulations. The State has 
recovered $19,195  of the remediation costs from a 
company that was responsible for one incident of the 
contamination. 

 
NOTE 20 - SUBSEQUENT EVENTS 

 
STATE INVESTMENT BOARD 

WG Trading 

In February 2009, the State was notified of legal action 
being taken against one of its investment advisors. The 
principals of WG Trading Company (WGTC),  the 
broker/dealer for the Westridge Capital Management 
portfolios, were charged with securities fraud for 
allegedly diverting investor funds for their personal use. 
The State was an investor along with numerous other 
public and private pension funds. Investors had been 
offered two options: invest directly in WGTC by 
purchasing a limited partnership interest in it; or lend 
money to WG Trading Inc. (WGTI). WGTC was subject 
to SEC regulation, capital requirements, reporting and 
oversight, whereas WGTI was an unregulated and 
unaudited entity. The State chose to invest directly in the 
regulated,audited WGTC. 

 
At the time the Commodity Futures Trading Commission 
(CFTC) and SEC charges were filed, the court appointed 
a receiver to take control of any recoverable assets.The 
receiver recommended the court distribute the recovered 
assets as follows: pool the assets of WGTC and WGTI, 
and distribute those assets pro rata to all investors. The 
receiver's method did not take into consideration the 
terms in which each investor entered into the investment 
(i.e. limited partnership interest versus note holder 
agreement), even  though  the  majority  of  the  WGTC 
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assets were intact and the fraud predominantly occurred 
with WGTI. The State joined with other WGTC investors 
and objected to a pro rata distribution to all investors. 
The receiver and the WGTI investors opposed. The 
court agreed with the receiver and in April, 2011, the 
recovered assets were distributed to all investors in a 
pro rata distribution based on net investment balances. 
The State received a total distribution of $63.9 million, 
which represented approximately 85% of its remaining 
cost basis with WGTC. 

 
The State does not agree with the method used to 
distribute the assets, and along with the other limited 
partners is appealing the District Courts' ruling.It is the 
State's position that the District Court incorrectly 
determined the amount of the distribution; and that the 
audited limited partners are entitled to a greater share of 
the recovered assets than the unaudited note holders. In 
April 2013, the District Court's originalruling was upheld 
by the United States Court of Appeals for the Second 
Circuit and the State received an additional $3.1 million 
pro rata distribution, bring the total distributions received 
to $67.1million,which represents approximately 89% of 
Its remaining cost basis with WGTC. It should be noted 
that the receiver continues to pursue certain "clawback" 
actions and to dispose of various real and personal 
property held by the receiver in order to recover 
additional funds that may eventually be distributed to the 
investors, including the State. While future additional 
distributions are possible,the amount of any additional 
distributions to the State will likely be small as compared 
to the prior distributions. Total distributions to date have 
resulted in a net realized loss attributable to the fraud of 
$8.2 million which was allocated to the participating 
pooled funds. 

 
Tribune Company 

The State has been listed as a defendant in a putative 
defense class action originally filed in the United States 
Bankruptcy Court for the District of Delaware, styled The 
Official Committee of Unsecured Creditors of Tribune  
Company  v. Fitzsimmons. et al., Bankr. Case No. 
10- 54010 (the "Adversary Proceeding"), and 
subsequently transferred to a multi-district ltigation 
proceeding in the United States District Court for the  
Southern District of New York, Case Nos. 12-cv-02652,  
and 11-md-02296. In addition to the Advisory  
Proceeding, other Tribune creditors have filed  
numerous state court actions (the "State Court   
Actions") to assert fraudulent transfer claims against 
certain recipients of the offering described below. The 
State was not named in any of these actions, which  
have been consolidated and transferred to the MDL 
Proceeding (the State Court Actions together with the 
Adversary Proceeding, the "Tribune LBO Litigation"). 

 
The Adversary Proceeding arises out of a leveraged 
buyout by which the Tribune Company converted to a 
privately held company in 2007 pursuant to which 
beneficial owners of Tribune stock were paid $34 a 
share. The Official Committee of Unsecured Creditors 
(the "Committee") contends that there was misconduct in 
connection with that offering, including fraud.  No such 

allegations have been made against the State. 
Nevertheless, the Committee seeks to recover the 
payments made pursuant to the offering to beneficial 
owners, allegedly including the State (among thousands 
of other putative shareholder defendants) in connection 
with the leveraged buyout. The State's records indicate 
that it received, in the aggregate, $1,003,000 in Tribune 
leveraged buyout payments, comprised of two separate 
payments. 

 
On February 13, 2012, the MDL Court entered an order 
appointing co-interim liaison defense counsel and a sub- 
set of six lead liaison counsel representing  various 
groups of defendants (the "Defense Executive 
Committee"). On November 6, 2012, the Defense 
Executive Committee submitted a "Phase One" Motion 
to dismiss on behalf of all defendants in the State Court 
actions. On September 23, 2013, the  MDL Court 
granted the motion, and dismissed the State Court 
Actions. Both the plaintiffs in the State Court Actions 
and the Defense Executive Committee have appealed 
the MDL Court ordet and judgment of dismissalto the 
United States Court of Appeals for the Second Circuit 
The Second Circuit has consolidated these appeals with 
the appeal in another case, Whyte v. Barclays Bank 
PLC, Barclays Capital, Inc.,No. 13-2653 (2d Cir.2013). 

 
Following the dismissal of the State Court Actions, on 
May 23, 2014, Liaison Defense Counsel filed the Global 
Count One Motion to Dismiss. The State was 
automatically included in this Motion. The Litigation 
Trustees filed an opposition to the Motion to Dismiss on 
June 23, 2014. The Court postponed briefing on issues 
relating to service, jurisdiction, and dismissal based on 
sovereign immunity (and othet theories that relate to 
shareholder defendants) pending resolution of  the 
Global Count One Motion to Dismiss.  Until further order 
of the MDL Court, individual defendants will not be 
required to file answers and no discovery shall proceed 
with the exception of discovery related to determining 
amounts received in the Offering by certain entities that 
received the subpoenas issued by the Litigation 
Trustee's predecessor. 

 
BANK OFNORTH DAKOTA 

 

Subsequent to the Bank's year end, Bank of North 
Dakota prepaid $36.6 million of FHLB advances. The 
maturities of these advances varied from May 2018 to 
April 2022. For 2014, since  the entire prepayment 
penalty is written off in the year it occurs, the financial 
statements will reflect additional non-interest expense on 
long-term debt with the net impact reflected as a 
reduction in earnings of approximately $6 million on 
these prepayments. 

 
During the 2013 Legislative Session, legislators passed 
a bill directing BND to expand its Student Loan 
Consolidation Program. Beginning August 1, 2013, 
physicians working and living in North Dakota cities, with 
a population of 4,500 or less, could consolidate their 
State, Federal and Alternative Education Loans into a 
DEAL Consolidation Loan. In April 2014, BND allowed 
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any ND resident to consolidate their student loans into 
the DEAL One Program. As of October 31, 2014, BND 
has consolidated 2,483 borrowers with an outstanding 
balance totaling $113 million. In addition, there are 291 
pending application with a balance of over $11 million. 

 
BND funded $50 millioninloan proceeds as directed by 
the 2011 Legislature during 2013 and have funded an 
additional $40 million of loan for this biennium as 
directed by the 2013 Legislature. Loan repayment will 
be made by industrial water sales and after repayment 
the outstanding loan balances total $80.1million. 

 
The 2013 Legislature approved the funding for PACE 
and Beginning Farmer Loan Programs at $38 million and 
approved the funding source as BND's retained 
earnings. The breakdown of the amount approved in 
each program is as follows : Ag PACE $2 million, Flex 
PACE $10 million, Affordable Housing Flex PACE $12 
million, PACE $6 million, Biofuels PACE $2 million and 
Beginning Farmer $6 million.  As of October 31, 2014, 
$24 million of the $38 million has been drawn from 
BND's retained earnings to fund the interest buy-down in 
these loan programs. Withdrawals from retained 
earnings since January 1, 2014 total $15.2 million. 

WORKFORCE SAFETY & I NSURANCE 

WSI is currently engaged in a lawsuit following a dispute 
with Aon eSoultions, Inc., formerly known as Valley Oak 
Systems, Inc. This lawsuit relates to a contract entered 
into June 2007,whereby Aon agreed to provide software 
to WSI to replace WSl's existing workers' compensation 
policy and claims management software systems. After 
more than five years of work  on the  project and 
approximately $17,000,000 in expenditure to both Aon 
and others, Aon was unable to deliver the software It 
promised, causing WSI to terminate its relationship with 
Aon effective December 31,2012. On March 27, 2014. 
WSI commenced a lawsuit against Aon in Burleigh 
County District Court, which is currently pending. Trial 
on this matter is schedule for the fall of 2016. 

 
STATE WATER COMSSION 

On July 1, 2014, the State Water  Commission paid off 
$7,239,583 of their outstanding bonds.  An additional 
$11,085,000 of their outstanding bonds were defeased 
on November 18,2014. 

 
NOTE 21 - NEW PRONOUNCEMENTS 

 
COMMUNITY WATER 
PROGRAM 

 
FACILITY 

 
LOAN The State implemented the following new 

pronouncement for fiscal year 2014: 

As of October 31, 2014, the cash available in loans is 
$12.9 million with 7 loan commitments totaling $9.3 
million. 

 
MEDICAL FACILITY INFRASTRUCTURE LOAN 
FUND 

As of October 31,2014, the outstanding commitments to 
four hospitals have increased by $6,000 to $33.3 million. 
One loan application for $10 million is in the loan 
approval process. The final loan application for $6.746 
million has yet to be received. No funds have advanced 
at this point. 

 
REBUILDERS LOAN PROGRAM 

On July 1, 2014, the State Water Commission paid off 
$7,239 

 
PUBLIC FI NANCE AUTHORI TY 

Subsequent  to  June  30,  2014,  the  Authority  issued 
$32,840,000 of Capital Financing Program Bonds, 
Series 2014A. The bonds are payable in annual 
principal payments and semi-annual interest payments 
through 2033. The interest rate on the bonds vary from 
2.0% to 5.0%. 

 
Subsequent  to June 30, 2014, the Authority  issued 
$9,000,000 of Taxable Capital  Financing  Program 
Bonds, Series 2014B. The bonds are payableIn annual 
principal payments and semi-annual interest payments 
through 2034. The interest rate on the bonds vary from 
2.0% to 4.5%. 

GASB Statement No. 65,"Items Previously Reported as 
Assets and   Liabilities"   is   effective   for   financial 
statements for periods beginning after December 15, 
2012.  This  statement  establishes  accounting  and 
financial reporting standards that reclassify.as deferred 
outflows of resources or deferred inflows of resources, 
certain items that were previously reported as assets 
and liabilities. and recognizes, as outflows of resources 
or  inflows  of  resources,  certain  items   that  were 
previously reported as assets and liabilities. 

 
GASB Statement No. 66, uTechnical Correct.ions - 2012 
- an amendment of GASB Statements No. 10 and No. 
62", is effective for financial statements for periods 
beginning after December 15, 2012. The objective of this 
statement fS to improve accounting and financial 
reporting for a governmental financial reporting entity by 
resolving conflicting guidance that resulted from 
the issuance of two pronouncements, Statements No. 
54, "Fund Balance Reporting and Governmental Fund 
Type Definitions". and No. 62,"Codification of 
Accounting and Financial Reporting Guidance 
Contained in Pre November 30, 1989, FASB and 
AICPA Pronouncements". 

 
GASB Statement No. 67,  "Financial Reporting for 
Pension Plans", is effective for financial statements for 
periods beginning after June 15, 2013. The objective of 
this statement is to improve financial reporting by state 
and local governmental pension plans. This statement 
results from a comprehensive review of the effectiveness 
of existing standards of accounting and financial 
reporting for pensions with regard to providing decision- 
useful    information,   supporting    assessments    of 
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accountability and  inter-period equity, and creating 
additional transparency . The statement replaces the 
requirements of Statements No. 25,"Financial Reporting 
for Defined Benefit Pension Plans and Note Disclosures 
for Defined Contribution Plans•, and No. 50, "Pension 
Disclosures•, as they relate to pension plans that are 
administered through trusts or equivalent arrangements 
(hereafter jointly referred to as trusts) that meet certain 
criteria. The requirements of Statements 25 and 50 
remain applicable to pension plans that are not 
administered through trusts covered by the scope of this 
statement and to defined contribution plans that provide 
postemployment benefits other than pensions. 

 
GASB Statement No. 70, "Accounting and Financial 
Reporting for Nonexchange Financial Guarantees", 
requires a government that extends a nonexchange 
financial guarantee to recognize a liability when 
qualitative factors and historical data,if any, indicate that 
it is more likely than not that the government will be 
required to make a payment on the guarantee. This 
Statement also requires a government that has issued 
an obligation guaranteed in a nonexchange transaction 
to report the  obligation until legally released as an 
obligor. Or a government that is required to repay a 
guarantor for making a payment on a guaranteed 
obligation or legally assuming the guaranteed obligation 
to continue to recognize a lability until legally released 
as an obligor. This Statement also provides additional 
guidance for intra-entity nonexchange financial 
guarantees involving blended component units. The 
provisions of this Statement are effective for reporting 
periods beginning after June 15, 2013. Earlier 
application is encouraged. Except for disclosures related 
to cllmll atiVe amounts paid or received in relation to a 
nonexchange financial guarantee, the provisions of this 
Statement are required to be applied retroactively. 
Disclosures related to cumulative amounts paid or 
received in relation to a nonexchange financial 
guarantee may be applied prospectively. 

 
The State will implement the following new 
pronouncements for fiscal years ending after 2014: 

GASB Statement No. 68, "Accounting and Financial 
Reporting for Pensions", is effective for financial 
statements for periods beginning after June 15, 2014. 
This statement establishes accounting and financial 
reporting requirements related to pensions for 
governments whose employees are provided with 
pensions through pension plans that are covered by the 
scope of this statement, as well as for non-employer 
governments that have a legal obligation to contribute to 
those plans. This statement establishes a definition of a 
pension plan that reflects the primary activities 
associated with the pension arrangement-determining 
pensions, accumulating and managing assets dedicated 
for pensions, and paying benefits to plan members as 
they come due. 

 
GASB Statement No. 69, "Government Combinations 
and Disposals of Government Operations", establishes 
accounting and financial reporting standards related to 

government combinations and disposals of government 
operations. The requirements of this Statement are 
effective for government combinations and disposals of 
government operations occurring in financial reporting 
periods beginning after December 15, 2014, and should 
be applied on a prospective basis. Earlier application is 
encouraged. 

 
GASB Statement No. 71, Pension Transition for 
Contributions Made Subsequent to the Measurement 
date, an amendment of GASS Statement No. 68 
requires that, at transition, a government recognize a 
beginning deferred outflow of resources for its pension 
contributions, if any, made subsequent to the 
measurement date of the beginning new pension liability. 
The provisions of  this Statement should be applied 
simultaneously with the provisions of Statement No. 68, 
which is effective for periods beginning after June 15, 
2014. 
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'Required Supplemental Information 
Budgetary Comparison Schedule 
General Fund 
For the Fiscal Year Ended June 30, 2014 

 

Appn>Yld Appropt1.Uon Adjusled Actll I' Ottr.rence 
Budget  Adjustments Budget Biennium Uncollectadl 

2013-2016 2013-.2015 2013-.2015 ToOa.. Unspent 
  Biennium Biennium  Bienni um Thru 5-30.1 4 Thru 1 4   

Budgetary FUnd Balenc:e,July 1 $ 1,472,798.236  s  $ 1.472,798,236 $  1,581,836,721  $  109,038,485 

Rnources (In ): 
Sales and Use Ta)( 2.472.947.500 2,472.947.500 1.212.460.100 (1.260.487,400) 

IncomeTax 1.175.394.000 1.175.394.000 753.836.«9 (421.657.551) 
Floanclal lnstitutlcnsTu (4,871.«6) (4,871,446) 
Oil A!\d Gas PiOducdonTax 133,634,000 133,634,000 146,071,106 12,237,108 
011 Extraction Tax 166,166,000 166,166,000 153,928,892 (12,2.37,106) 

lnsurarice Premium Tax 73,352,976 73,352,976 42,791,945 (30,661,031) 
Crette. Cigar and Tobacco Tax 57,953,000 57,953,000 29,522.292 (28.430,708) 
Wholesale LJQuor Tax 19,142.000 19,142.000 0.220.018 (9,921.962) 
Coal Co1weislon Tax 39.300.000 39.300.000 19.222.238 (20.077.764) 
Gaming Tax 8,174.696 8.174,696 3,597,035 (4,577,661) 
Lottery 11.000.000 11,000.000 7.200.000 (3,800,000) 
Department Fees and Colledlons 74.394,098 74,394,098 40.369,034 (34,025.064) 
Mineral Leasing Fees 19,000,000 19,000,000 18,948,058 (51,942) 
MolorVehlcle ExdseTax 323, 123,500 323,123,500 137,941,959 (185,181,541) 

lnte..st on PIJl;llic funds 32,666,716 32,666,716 10.846,912 (21,819,804) 
Gas Tax'Admlnisntlon   1,777,360  1,777,360  1,060,545  (716,815) 
TransfersIn   868,607&!!!! 888,60700 3450689     (!123,.400,911I  
Total RevenueInflows  5,4763,046 5,476,833.048 2,927,351,426 (2,54981,6201 

 
 

Amoonts AvaOable for ApllfOP(ia1Jon 6,1149,631,282 6,949,631    82 4,509,188,147 {2,440,443,1351 
 

 

ChlfllK to Appropriations (Outflows): 
General Government 

Govomot's OfflGI> M33,873 4,033,873 1.853,348 2,160.525 
Secrelary of Slate 6.326.349 1,351.034 7,677.384 4.824.109 3.053.275 

Secre1ary of Stale Publlc Pl1nllo9 320.500 320,500 204.668 115.812 
Offlte of Management and Budget 360.646.668 2,962,751 363,609.439 331,721,299 31.888.140 

lnforma1Jon Technology 21.254,428 3.704.757 24,959,185 10,819,001 14,140.184 
Slate Au<lffor 8.473,489 8.473,489 4,007.582 4.485.907 

State Treasurer 311,333,469 ( 100,381,880) 210,951,589 7,000,438 203,951,151 
Alll>mey G1>n&rfl 38,851,628 152,500 39,004,128 17,946,096 21,058,032 
Tax Clepatlment 57,054,140 82,609 57,136,749 22,333.209 34,603,640 
LeglslaU\'e Assembly 13.921.971 2,011.685 15,933,556 3,399.589 12.534.967 

Leglsladw CDllncll 12.862A75 4,338.845 17.201.120 5.478.172 11,72A,948 
Suinme Court 98.305,993 98.305.993 45,511.188 52.7114,805 
Legal Counselfor Indigents 11.923.410 11,923.410 6,932,387 4,991.023 

Educallon: 
PIJblic lnsl1Ucilon 1,723,613.325 413,188 1,724,026,513 820,670,961 903.355,552 
Land Department 26,154,763 2!),154,763 13,676,627 12,478,136 
State Llb!ary 5,875,988 5,875,988 2,752,331 3,123,657 
Scllool lor lhe Deaf 7,799,379 76,148 7,875,527 3.401,509 4,474,016 
Scllool or lhe Blind 7,694.093 7.89'1.093 3.083.403 4,610,890 
Vocadoolll Edcation 32.392.916 32,392.916 14,835.203 17.757,713 

Health & Human S81Vices: 
Dept. of Health 46,001.506 46.001,508 20,218,761 25,782,747 
Veteran's Home 7,722.353 794,281 8.516,634 2,562,128 5,954.506 

Indian Affairs Commission 1.027.558 1,027,558 472.364 555.194 
Veteran's Affairs 1,715,703 7,933 1,723,638 922,583 801,053 
Oep  of Human Sarvlees<Management 40,751,529 12,876,395 53,627,924 24,448,093 29,179,831 
Dept. of Human Services-Program and PoUcy 942,216,920 87;564 9'12..484 441.582,735 500,721,749 
Dept of Human Stf\llce$.Ceriteis 188.147.680 296.Bn 188,444,557 93.793.131 94,650,826 
PiotectiOO andAd\IOCJJC)' 2.531.M2 2.531.562 1.068,837 1,462,925 
JobSeMc:e 2.030,235 15,105 2,045,340 612.029 1,433,311 

Regulatory: 
Insurance Commission 

Industrial Commission 22,494,125 270,000 22,764,125 9,560.989 13.203,136 
Labor Commission 1,&47,425 1,647,425 828,768 1,018,657 
PublicServite  Coll1fl)isslon 7,091,740 7,091,740 3,006,219 4,085,521 
SecuUes Commlss1oner 2,127,782 2,127,782 94.742 1,182,040 

Public Safely arid Correcllons: 
Hlghway Patrol 47.608.042 233.254 47.841.206 23.312.475 24,528.821 
ConedionS & Re/lab 160,911),389 481i,175 181,401,564 85,929,695 95,471,869 
AOJutant General 31,150.829 3,32.4,566 34.475,395 13.080,810 21.394.585 

Ag!lcuflure & Comme<ce: 
Department of Comni&rce 64,457,060 2,755,429 67,212,489 40,163,116 27,049.373 
Department of Agri<:ulture 9,5'19.217 4,900 9,524,117 3.76,323 5,547,794 
Slate Fair 3.298.000 S,296,000 869,780 2,426.220 
Racing Commislon 389,244 S89.244 240,070 149.165 

NaturalResources; 
Hlsloilcal Sociely 16'481,811 5.731,588 21.213,379 12,317.087 8.896.292 
Council on the Arts 1,504,102 12,782 1,516,884 675.007 &41.877 
Pati<s and Reaeation 20.032,338 1.040,305 21,072.643 9,116.928 11,955.715 

Transportation: 
Aerona.uucs OommiSsfOn 6.550,000 6,550,000 4,557,408 1,992,594 
Oopartmenlof  Transportation 1,464,020,000 (57,618,060) 1,406,401,940 680,085,952 726,315,988 

Translers Olli 1,029,273,088 14.422,018 1,043,695,106 448,135,837 595,559.269 
 

 

Total Chatges to Approptlauons 6,862.587,35<1 (74,392,8071 8,788,194.547 S,2421531.414 3,545,!!63;133 
 

 

Ending Budgetary Fund Balance $ 87,043,928  $ 74,392,807  $ 161,436,735  $ 1,2661656.733 $ 1.105.219,998 
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Required Supplemental Information 

Budgetary Comparison Schedule 

Budget to GAAP Reconciliation 

General Fund 

For the Fiscal Year Ended June 30, 2014 
 
 
 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and 
for the General Fund Expenditures 

 

 
Sources/Inflows of resources 

 

Actual Amounts (budgetary basis) "total revenue inflows" 
from the budgetary comparison schedule 

 
 

Differences-Budget to GAAP: 

The period of availability for revenue recognition for budget purposes differs from 
the GAAP basis. 

2,927,351,426 
 
 
 
 
 
 

(414,639,400) 

 

Funds considered General funds for GAAP but not for Budget 1,421,781,095 

Certain due from other funds are recorded under GAAP,but not Budget (164,927.00)

Reimbursement activity between state agencies is eliminated only for GAAP (362,046)

Proceeds are recorded for new capital leases on GAAP. but not for Budget 17,402

Repayment received on loan receivable are revenue for Budget to GAAP 343,655 

Total revenues and transfers as reported on the statement of revenues,  
expenditures, and changes in fund balance-governmental funds $ 3,934,327,205

 
Uses/Outflows of resources 

 
Actual amounts (budgetary basis) "totalcharges to appropriations" 

 

from the budgetary comparison schedule 3,242,531,414

Estimated liabilities are recorded as expenditures for GAAP but not for Budget (230,913,983)

Funds considered General funds for GAAP but not for Budget 18,071,026 

New capital leases are recorded as expenditures for GAAP, but not for Budget 17,402 

Certain due to other funds are recorded under GAAP, but not for Budget 7,485,129 

Totalexpenditures and transfers as reported on the statement of revenues,  
expenditures, and changes in fund balance-governmental funds $ 3,037,190,988
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STATE OF NORTH DAKOTA  

Required Supplemental lnformation 
Budgetary Comparison Schedule 
Federal Fund 
For the Fiscal Year Ended June 30, 2014 

   
Approved

 
Appropnatlon

 
Adjusted

 
Actual 

 
Difference

Budget Adjustments Budget Biennium Uncollected/
2013-2015 2013-2015 2013-2015 To Date Unspent

  Biennium Biennium Biennium Thru 6-30-14 Ttiru  30-14

Budgetary Fund Balance, July 1  $ $ $ $ $

Resources (Inflows):  
Other BudgetedIncome  3,276,689,984 90,869,959 3,367,559,943 1,368.532,265 (1,999,027,678)

Total Revenue Inflows  3.276,689,984 90,869,959 3.367.559.943 1.368,532.265 (1.999,027,678)

Amounts Available for Appropriation  J,276,689.984 90,869,959 3,367,559,943 1,368,532,265 1,999,027,678

Charges to Appropriations (Outflows):  
General Government: 

Secretary of State 4,619,508 4,619,508 1,425,309 3,194,199
Information Technology 9,575,000 450,000 10,025,000 2,418,009 7,606,991
State Auditor 1,203,650 102,750 1,306.400 584.540 721,860
Attorney General 9,170,995 446,364 9,617,359 2,625,738 6,991,621
Tax Department 125,000 125,000 10,364 114,636
Supreme Court  1,808,090 1,808,090 727,326 1,080,764

Education: 
Public Instruction  295,297,569 295,297,569 121,669,554 173,628,015
State Library 2,302,293 2,302,293 958,038 1,344 255
School for the Deaf 339,145 339,145 141,631 197,514
Vocational  Education 10,082,821 (250,000) 9,832,821 4,230,372 5,602,449

Health & Human Services: 
Dept. of Health 122,9 13,143 (2,604,000) 120,309,143 50,417,223 69,891,920
Dept,of Human Services-Management 51,654,181 65,012,597 116,666,778 30,992,720 85,674,058
Dept. of Human Services-Program and Polcy 1,494,740,951 (753,735) 1,493,987,216 650,2.92,069 843,695,147
Dept. of Human Services-Centers 96,487,181 154,547 96,641.728 42,218.972 54,422,756
Protection and Advocacy 3,233,612 3,233,612 1,496,669 1,736,943
Job Service  77,206,471 77,206,471 26,828,279 50,378,192

Regulatory: 
Insurance Department  1.381,025 1,381,025 2g1,081 1.08g,944
Industrial Commission 294,176 294,176 119,662 174,514
Labor Commission 437,926 437,926 231,090 206,836
Public Service Commission  12,362,469 12,362,469 4,237,150 8,125,319

Publ c Safety and Corrections: 
Highway Patrol  6,551,476 6,551,476 2,594,995 3,956,481
Corrections & Rehab 5,875,962 5,875,962 3,132,067 2,743,895
Adjutant General 231,625,343 27,747,863 259,373,206 77,055,818 182,317,388

Agriculture & Commerce: 
Department of Commerce 60,828,054 60,828,054 19,614.776 41,213,278
Department of Agriculture  8,144,390 400,000 8,544,390 2,584,881 5,959,509

Natural Resources: 
Historical Society  3,221,964 3,221,964 907,152 2,314 812 
Council on the Arts 1,681,402 1,681,402 644,335 1,037,067
Game and Flsh 29,723,601 368,250 30,091,851 12,732,082 17,359,769
Parks and Recreation 2,728,104 (204,677) 2,523,427 1,169,021 1,354,406
Water Commission  37,310,283 37,310,283 1,635,450 35,674,833

Aeronautics  Commrss1on 2,277,000 2.277,000 223,015 2,053,985
Department of Transportation 691,487,199  691,487,199 304,322,877 387,164,322

Total Charges to Appropriations 3,276,689.984 90.869,95g 3,367,559,943 1.368.532,265 1.999,027,678

Ending Budgetary Fund Balance $ $ $ $ $
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Required Supplemental Information 

Budgetary Comparison Schedule 

Budget to GAAP Reconciliation 

Federal Fund 

For the Fiscal Year ended June 30, 2014 
 
 
 
 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and 
for the Federal Fund Expenditures 

 
Sources/Inflows of resources 

 

Actual Amounts (budgetary basis) "total revenue inflows" 
from the budgetary comparison schedule 

 

Differences-Budget to GAAP: 

 
The period of availability for revenue recognition for budget purposes differs from 

the GAAP basis. 

 
Total revenues and transfers as reported on the statement of revenues, 

expenditures, and changesin fund balance-governmental funds 
 
 

Uses/Outflows of resources 

 
Actual amounts (budgetary basis) "total charges to appropriations" 

 
1,368,532,265 

 
 
 

1,713,820 
 
 

 
$ 1,370,246,085 

 

from the budgetary comparison schedule
 
Differences-Budget to GAAP: 

1,368,532,265

Estimated liabilities are recorded as expenditures for GAAP but not for Budget (2,973,007)

New Loans issued are expenditures for Budget but not for GAAP 773,717

GAAP, but not Budget expenditures are reduced by year end inventory balances 13,525,928 
lntrafund activity eliminated for GAAP (10,414,850)

Total expenditures and transfers as reported on the statement of revenues,  
expenditures, and changes infund balance-governmental funds $ 1,369,444,053
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STATE OF NORTH DAKOTA  

Required SupplementalInformation 
Budgetary Comparison Schedule 
State Fund 
For the FiscalYear Ended June 30,2014 

  
Approved

 
Appropriation

 
AdJusted

 
Actual 

 
Difference

Budget Adjustments Budget Biennium Uncollected!
2013-2015 2013-2015 2013-2015 To Date Unspent
Biennium Biennium Biennium Thru6-30-14 Thru 6-30-14

Budgetary Fund Balance, July 1 $ $ $ $ $ 

Resources ( nflows);   
Other Budgeted Income 3,044,376,554 40,380,402 3,084,756.956 719.434.295 (2.365.322.661)

Total Revenue Inflows 3.044,376,554 40,380,402 3,084,756.956 719.434.295 (2.365.322.661)

Amounts Available for Appropriation 3,044,376,554 40,380,402 3,084,756,956 719,434.295 (2,365,322,661)

Charges to Appropriations (Outflows);   
General Government: 

Secretary of State 1,224,909 79,340 1,304,249 194,250 1.109,999
Office of Management & Budget 14,230,630 (1.474,433) 12,756,197 3.890,168 8,866,029
Information Technology 140.099,553 (450.000) 139,649,553 64,528,421 75,121,132
State Auditor 1,833,268 1,833.268 728,184 1.105,084
Attorney General 35.811,455 505.000 36,316,455 10.235.136 26,081,319
Administrative Hearings 2.818,896 2,818,896 1.195,038 1,623,858
LeglslatJve Assembly 69,999 69,999 39,703 30,296
Supreme Court 367,499 367,499 154,879 212,620
Legal Counsel for Indigents 2.497.866 2.497.866 736.966 1,760,900
Public Employees Retirement System 7,650.450 7.650.450 3,540,210 4,110,240

Education: 
Public Instruction 141.699.190 141,699,190 72,253,548 69,445,642
Land Department 247,506,969 247.506.969 33,212,279 214,294,690
State Library 91,852 91,852 216 91,636
Schoolfor the Deaf 2,232,042 2,232,042 894,190 1,337,852
Schoolfor the Blind 853,756 853,756 358,929 494,827
Vocational Education 204,974 250,000 454,974 4,736 450,238

Health & Human Services: 
Dept. of Health 16,655,291 2,604,000 19,259,291 8,944,475 10,314,816
Tobacco Prevention & Control 15,815,828 15,815,828 5,570,407 10,245.421
Veteran's Home 16,429,800 90,189 16,519,989 8,303.590 8,216,399
Dept. of Human Services-Management 2,614,944 798,511 3.413,455 818,972 2.594,483
Dept. of Human Services-Program and Policy 103.258 ,606 103,258,606 42.810,275 60,448,331
Dept. of Human Services-Centers 29,580,602 29,580,602 12,253,351 17,327,251
Job Service 591.057 591.057 42,946 548.111

Insurance Department 24.996,065 24,996,065 11,517,971 13.478,094
Industrial Commission 40,67g,616 40.S79,616 14,493.616 26,186,000
Publlc Service Commission 1,025,000 1,025,000 4,039 1,020,961
Flnanac al Institutions 7,580,217 7,580,217 3,283,331 4,296,886
Securities Commission 170.000 170,000 23,336 146.664

Public Safety and Corrections: 
Highway Patrol 6.841.066 6.841,066 6,841,066
Corrections & Rehab 30,258,960 3.757,759 34.016,719 12,413,761 21,602,958
Adjutant General 18.219,254 14,727,271 32.946,525 13,500,752 19,445,773

Agriculture & Commerce: 
Department of Commerce 14.534,g68 1,624,919 16,159,887 3,134,551 13,025,336
Department of Agriculture 7.610,201 7,610,201 3,411,379 4,198,822
Racing Commission 166.407 166,407 46,575 119,832

Natural Resources: 
Council of Arts 63.515 63,515 111 63.404
Game and Fish 37,830.038 1.119,210 38,949,248 16,054,723 22,894,525
Parks and Recreation 9.047,627 1.149.677 10,197,304 3,568,749 6.628,555
Water Commission 821,735,522 546,106 822,281,628 94,932,101 727,349,527

Transportation: 
Aeronautics Commission 10.186,427 2,233,511 12,419,938 2,009,190 10,410,748
Department of Transportalion 1,229,292.235 12.819.342 1,242.111.577 270,329,241 971,782,336

Total Charges to Appropriations 3,044,376,554 40,380,402 3,084,756,956 719,434,295 2,365,322,661

Ending Budgetary Fund Balance $ $ $ $ $
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STATE OF NORTH DAKOTA 
 

Required Supplemental Information 

Budgetary Comparison Schedule 

Budget to GAAP Reconciliation 

State Fund 

For the Fiscal Year ended June 30, 2014 
 
 
 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and 
for the State Fund Expenditures 

 
Sources/Inflows of resources 

 

Actual Amounts (budgetary basis) "total revenue inflows" 
from the budgetary comparison schedule 

 

Diffetences-Budget to GAAP: 

The period of availability for revenue recognition for budget purposes differs from 
the GAAP basis. 

Total revenues and transfers as reported on the statement of revenues, 
expenditures, and changes in fund balance-governmental funds 

 
 

Uses/Outflows of resources 

 
Actual amounts (budgetary basis} "total charges to appropriations" 

from the budgetary comparison schedule 

 
719.434,295 

 
 
 

2,753,054,660 
 
 

$ 3,472,488,955 
 
 
 
 
 

719,434,295 

 
Differences-Budget to GAAP:  

Estimated liabilities are recorded as expenditures for GAAP but not for Budget 1,099,091,322 
New Loans issued are expenditures for Budget but not for GAAP (311,936)

GAAP, but not Budget expenditures are reduced by year end inventory balances (208,625)

lntrafund activity eliminated for GAAP (167,574,415)

Certain due to other funds are recorded under GAAP, but not for Budget 

Total expenditures and transfers as reported on the statement of revenues, 
588,234 

expenditures, and changes in fund balance-governmental funds $ 1,651,018,875
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STATE OF NORTH DAKOTA 
 

Note To Required Supplemental Information - 

Budgetary Reporting 

For the Fiscal Year Ended June 30, 2014 
 
 
 

The Budgetary Comparison Schedules present comparisons of the original and revised legally adopted 
budgets with actual data on a budgetary basis for major funds. The only major fund with a legally adopted 
budget is the General Fund. All other funds are budgeted together as "Other Budgeted Funds." A budgetary 
schedule has been done for these other funds because they include budgeted amounts for the Federal Fund 
and State Funds, which are major special revenue funds. These amounts are reported on the schedules entitled 
"Federal Funds and "State Funds". 

 
 

North Dakota's Appropriation Acts include a dual legal level of budgetary control - one at the General Fund 
versus Other Budget Income level for each agency and one at the line item level for each agency. Line 
items are not separate between General Fund and Other Budgeted Income so that control is not presented 
in our budgetary comparison schedulefor major funds. The legal level of control for all agencies is reported 
in a publication titled "State of North Dakota 2013-2015 Biennium Budget and Actual Detail(Budgetary 
Basis) For the Fiscal Year Ended June 30, 2014." This budget information is available through the Office of 
Management and Budget,600 East Boulevard Ave Dept. 110,Bismarck,ND 58505. For the 2013-2015 
biennium there were general,federal, and specialfund supplemental appropriations of $56,857,554. 

 
The Budgetary Comparison Schedule reports expenditures on a budgetary basis. The accounting principles 
applied for purposes of developing data on a budgetary basis differ from those used to present the 
financial statements in accordance with GAAP. Reconciliations of the three for the biennium ended June 30, 
2014, for the General Fund, Federal Fund, and State Fund is on the previous pages. 
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STATE OF NORTH DAKOTA 
 

 

 

 
Permanent Fund 

 
A permanent funcf is used to report resources that are legally restricted to the extent than only earnings, and 
not principal, may be used to for the benefit of the government or its citizens. 

 
 

956-Coal Development Permanent Fund 
The Coal Development Fund reports resources that are 
constitutionally committed for distribution to other state 
funds and for makingloans to energy impacted entities 
and school districts. 

 

Capital Projects Funds 
 

A capital projects fund is used to account for the acquisition and construction of major capital facilities other 
than those financed by proprietary funds and trust funds. 

 
 

BUILDING AUTHORITY 
 

960 - Buildi ng Authority Capi tal Projects Fund 
Account for the acquisition or construction of buildings 
primarily for use by the State and making any 
improvements connected to those buildings. 

 
 

Debt Service Funds 
 

A debt service fund is used to account for accumulation for resources for, and the payment of, principal and 
interest on long-term debt. 

 
 

BUILDING  AUTHORITY WATER COMMISSION 
 

919 - Building Authority Debt Service Fund 
Account for accumulation of resources for, and the 
payment of, principal and interest on bonds issued by 
the North Dakota Building Authority. 

962 - Water Commission Debt Service Fund 
Account for accumulation of resources for, and the 
payment of, principal andinterest on bonds issued by 
the State Water Commission. 

 

DEPARTMENT OF TRANSPORTATION 
 

949 - Department of Transportation Debt Service Fund 
Account for accumulation of resources for, and the 
payment of, principal and interest on bonds issued by 
the Department of Transportation. 
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STATE OF NORTH DAKOTA 
 

 

Combining Balance Sheet 
Nonmajor Governmental Funds 
June 30, 2014 

 

Capital 
     Penn Fund Debt Service Funds Proj. Fund 

 
 
 

Total 
Coal Nonmajor 

Development Building Dept. of Water  Building GovefT1111ental 
nuat  Fund Author!!}'. Trans. Comm. Total Authori!}'.  Funds 

     

 
ASSETS 

 

Cash Deposits al the Bank of NO, s 233,501 s 64,000 $ 85,049 s - s 149,049 $ 2,092,000 $ 2,474,550
Cash and Cash Equivalents 8,546,582 8,546,582 8,546,582
Investments at the Bank of ND 6,038,000 7,989,889 14,027,889 14,027,889
Investments 47,529,479 738,000 738,000 48,267,479
Taxes Receivable - Nel 225,729 225.729
Interest Receivable - Net 114,054 2,000 2,000 116,05'1
Due from Other Funds 5,000 5,000 5,000
Loans and Noles Receivable - Net  35,970,831    35,970.831

Total Assets $   84,073,594 $     6,107.000   $ 85,049  s 17,276,471  $   23,468,520 s 2.092,000 s  109,634.114 

LIABILITIES AND FUND BALANCES 
llabilltles: 

Accounts Payable $ 16,886 s - $ - s - s $ s 16,886 
Securities Lending Collateral 17,343,861 17,343,861 
Due to Other funds 319,841 34,000 353.841 

 
       

Total LlabfOties 17,680,588 34,000 17,714,588 
       

 
 

Fund Balances: 
Nonspendable $    66,116,742 s - s - $ $ $ s 66,116,742 
Restricted 8,107,000 85,049 17,276,471 23,468,520 2 ,058,000 26,526,520 
Committed 276,264 276,264 

 
     

Total Fund Balances 66.393,006 6.107,000 85.049 17.276,471 23,468,520 2.058,000 91,919,526 
       

Total LlablUties and Fund Balances s   84,073,594       s   6,107.000   s 85,049   $  17,276,471    $     23.468.520        $ 2,092,000        $     109,634,114 
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STATE OF NORTH DAKOT/J.      
 
 
 
 
 
 
 
 
 
 
 
 

Cap tal 

Proj. Fund 

Combining Statement of Revenues, Expenditures and     
Changes in Fund Balance  
Nonmajor  Governmental  Funds  
For the Fiscal Year Ended June 30, 2014     

     
Perm Fund Debt Service Funds

Total
Coal Nonmajor

Development Building Dept of Water Building Governmental
  Trust Fund Author Trans. Comm. Total   Authority    Funds  

 
REVENUES       

Oil, Gas. and Coal Taxes $ 3"226,043 s s s
 
$   

$ $ 3,226,043
Intergovernmental 4,302,6n 4,302,672 4,302,672
Sales and Services 1,497,553 1,497 ,553 1,497,553
interest a'nd Investment Income 1,000,427 61,0()0  253 19,782 81,035  85,000 1.166,462

Total Revenues 4 ,226.470 61,000 4,302,925 1,517,335 5,881,260 65,000 10,192,730
 

 
EXPENDITURES       

Current:   
General Government 75,372 75,372

Debt Service: 
Prfncipal 6,625,000 3,865,000 5,990,528 16,080,528 16,680,528
lnteres1 and Other Charges 2,363,000  1,455,230 3,911,439 7,729,669   7,729,669

Total Expendttures 75,372 9,188,000 5 320,230 9,901,967 24,410,197 24,485,569
 

 
Revenues over (under) Expenditures 4.151.098 (9,127,000)

  
(1,017,305) !8,384,632)

 
(18,528,937)  

 
85,000

 
(14,292,839)

 

 
OTHER FINANCING SOURCES (USES)       

Transfers In 105,046 9,115,000 1,017,340 15,097,853 25,230,193   25,335,239
Transfers Out (3,058,230)     (192,000) (3,250,230)

Total Olher financing Sources (Uses) (2.953,184) 9,115,000 1,017,340 15,097,853 25,230,193 ( 192,000) 22.085,009
 

 
 

Net Change in Fund Balances 1,197,914 (12,000)

  
 

35 6,713.221

 
 

6,701,256 
  

 
(107,000)

 
 

7,792,170 

Fund Balances· Beginning of Year,   
as Adjusted 65,195,092 6,119,000 85.014 10.563,250 16,767,264 2,165,000 84.127,356

Fund Balances   End of Year s    66,393,006        s   6,107,000 s 85,049   $  17. 276,471 $    23,468,520      s    2,058,000     $ 91,919,526  
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Nonmajor Enterprise Funds 
 

Enterprise funds are used to account for operations that are financed and operated in a manner similar to 
private business enterprises- where the intent of the State is that the costs of providing goods or services to 
the general public on a continuing basis be financed or recovered primarily through user charges; or where 
the State has decided that periodic determination of net income is appropriate for accountability purposes . 

 
Bank Of North Dakota 

984 - Medical Facility Infrastructure Loan Program 
Fund used to makeloans to medical facilities to conduct 
construction that improves the health care infrastructure 
in the state or improves access to ex sting nonprofit 
health care providers in the state. 

 
985 - Rebuil ders Loan Program 
Fund used to make loans to North Dakota 2011 flood- 
damaged homeowners to provide financial assistance 
needed to repair their home. 

 
 

BEGINNING FARMER REVOLVING LOAN 

97 3   Begi nning Farmer Revolving Loan Fund 
Fund used to make loans to North Dakota beginning 
farmers for the purchase of agricultural real estate. 

 
BONDING 

210 (924)- State Bonding Fund 
Fund used to maintain the bonding of public employees 
and officials of the state, county, city or other unit oflocal 
government. 

 
COMMUNITY WATER FACILITY LOAN 

974 - Community Water Facility Loan Fund 
Accounts for supplementary financing in conjunction with 
federal moneys available to improve adequate water 
supplies. 

 
FIREAND TORNADO 

211(923) - State Fire and Tornado Fund 
Accounts for state agencies and pol tical subdivisions to 
insure against loss to the public buildings, fixtures and 
permanent  contents  therein,  through  fire,   lightning, 
windstorm, etc. 

 
GUARANTEED STUDENT LOAN 

969 - North Dakota Guaranteed Student Loan 
Accounts for the revenues and expenses associated with 
the administration, development and operation of the 
guaranteed loan program. 

 
HIT PLANNING LOAN FUND 

987 -HIT Planning Loan Fund 
Fund to provide low-interest loans to health care entities 
to improve health information technology infrastructure . 

 
INFORMATION TECHNOLOGY DEPARTMENT 

408 (903) - Edutech Fund 
Fund used for professional development sessions and 
presentations by the Information and Technology 
Department. 

 
MILL AND ELEVATOR 

970 - Mill and Elevator 
Accounts for revenues and expenditures associated with 
the operation of the Mill and Elevator. 

 
 

PERS UNIFORM GROUP INSURANCE 

980 - Public Employees Retirement System Group 
Insurance 
Accounts for the administrative revenues and expenses 
associated with this insurance purchasing pool. 

 
ROUGHRIDER INDUSTRIES 

926 • Roughrider I ndustries 
Accounts for the revenues and expenses associated with 
the operation, manufacture and sale of products made by 
the prison inmates. 

 
STATE FAIR 

601 (977) • State Fair 
Accounts for revenues and expenditures associated with 
the operation of the State Fair. 

 
STATE LOTTERY FUND 

966 (292) - State Lottery Fund 
Accounts for operations of the North Dakota lottery. 

 
STUDENT LOAN 

975 - North Dakota Student Loan Trust 
Accounts for loans to students in post secondary 
education.The trust acquires eligibleloans guaranteed or 
insured by the United States government or the North 
Dakota Guaranteed Student Loan Program. 

 
UNEMPLOYMENT COMPENSATION FUND 

967 - Job Service-Expendabl e Trust Fund 
Accounts for State unemployment taxes collected from 
employers for the purpose of paying unemployment 
benefits. 
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Combining Statement of Net Position 
Nonmajor Enterprise Funds 
June 30, 2014 

 

Beglnnll'!g Community 
Farmer Water Fire 

Revolving  Faclllty  and Guaranteed HIT Planning 

Loan Bondin!!  Loan Edutech Tornedo Student Loan Loan Fund 

 
ASSETS 

Current Assets: 
 

Cash OePoSits at the Bank of ND $ 3,322,000 $ 60,118 $ 12,184.000 $   745,016 $ 527,296 $ 5,564.168 $
Casti and Cash Equ1valens 1,465.300 2,896,957 
Investments at the Bank of ND 15,000.000
Investments 1,774,399 26,154,369 
Accounts Receivable • Net 219.991 11,393 35,954 486,011
Interest Receivable • Net 29,292 219,000 172,381 5,445
Intergovernmental Recevable  Net 4,466,012 
Due from Other Funds 382,314 
Due lrom Fiduciary Funds 

 

Prepaid ltems 
Inventory 

1,737,000    239,9n  
Loans and NO(es Receivable • Net 610,000 1,065,614
Other Assets 
Restricted Cash at the Bank of ND       

3,605,890
 

669,167
Restricted Investments at the Bank of ND 3,500,000

Total Current Assets 5.059,000 3,555,100 13,013,000 756,409 30,026,934 33,004,395 1.740,226
 

Noncurrent Assets: 
 

Investments 
Loans and Noies Receivable • Net 
Restricted Loans Receivable • Net 
Other Noncurreot Assets 

 

 
3.097,000

14,912,000 7,379,390

Nondepreclable 
Depreciable, Net 

 

Total Noncurrent Assets 3,097.000 14,912,000 7,379.390 
 

 

Total Assets 8,156,000 3,555,100 27,925,000 756.409 30.026,934 33,004,395 9,119.616 
 

 
LIABILITIES 

Current Llabillties: 
 

Accounts Payable 80 44,474 28,262 314,148 10,605
Accrued Payroll 983 43,760 
lntefest Payable 744 14,963 
lnte<govemmental Payable 2,604,817
Due to Other Funds 11 20,000 130,925 2,586,847
Due to Fiduciary Funds 
Amounts HeldInCuslody for others 
Claims/Judgments Payable 71.606 834,865 
Compensated Absences Payable 
Unearl'!ed Revenue 

102   21.625   
Total Current Llabilttles 73.526 20.000 44,474 1,074,400 5,505,812 10;605

 

Noncurrent Llabillties: 
 

Intergovernmental  Payable 5.437.013
Claims/Judgment5  Payable 1,000,000 
Compensated Abserooes Payable 
Bonds Payable 

1,936 27,919  
Other Nonc1,1Tent Uabitles  9,754,000   

Total Noocurrent Llabffitles 1,936 1,027.919 15.191,013 
 

 

Total Uabftlt!es 75,462 20.000 44,474 2,102,319 20,696,825 10,605 
 

 
DEFERRED INFLOWS OF RESOURCES 

IncreaseInFair Value of Hedg Der vatives 

TotalDeferred Inflows of Resources 

Net Position 
Net Investment InCapital Assets 
Restricted for: 

Debi Service 
Loan Purposes 590,613 
Unemployment Compensation 
Ct.her 

Urvestricted 8.156,000 3.479,638 27.905.000 711,935 27,924,615 11,716,957 9,109,011 
 

 

Total Net Posltlon $ 8,156,000    $ 3.479,638   $ 27.905.000   $     711,935   $ 27.924.615  $    12,307,570   $ 9,109.011 
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Medical 
Facillty 

Infrastructure 
Loan Fund 

 
 
 

Miiiand 
Elevator 

PERS 
Uniform 
Group 

lnaurance 

  
 

Rebuildera 
Loan 

Program 

 
 
 

Rooghrlder
 lndustrles 

 
 
 

State 
Fa r 

  
 

State 

Lottery 
Fund 

 
 
 

Student 
Loan 

 
 
 

Unemployment 
Compensation 

 
 
 

 
Total 

 
 
 
$   .24,021,000 

 
 
 

$ 623,178 

 
 
 
$ 38,387,388 

 
 
 
$ 

 
 
 

937,321

 
 
 
$ 3,772,005

 
 
 
$ 5,613,779

 
 
 
$

 
 
 

8,458,910

 
 
 
$ 575,000 

 
 
 
$ 135.402

 
 
 
$ 104,932,579

5.976.048 500 157,536,851 167,875,656
:20,000,000 12,351,000 47,351,000

27,928,768
38,840,893 304,636 510,280 36.096 353.109 37.730.753 78.529,116

3,000 320,194 221,000 933,828 1,904,140
194,065 13,000 1,939,339 6,612,416

105,004 4,000 230 491,548
17,203 17,203

1,024,172 14.782 47.869 18,831 3,082,631
28,036,716 1,805,213 "29,841.929

102,955 1,919,885 4,886,000 8,584,454
184.813 184,813

4,275.057
500,000 4,000,000

44,024,000 68,81V27 44,685.273 3,177,400 6.207,784 5,891.809 8,830,850 18,550.000 198,276.403 485.611,310
 
 

6,003,000 
           

 
6.003,000

39,87 1.672 21.886.000 83,849,062
1.000.000 1,000,000

378,095 1.223,257 4,698.352
1,582,014 390,816 1,972,830

44,747.257 1.832.736 1.100..429 22.259.762 19,386 69.959,570
6,003,000 46;707,366 1.832,736 39,871.672 1,100,429 22,650.578 1,242,643 22.686.000 167,482,814

 
50,027,000 

 
115,520,093 

 
46,518,009  

 
43,049,072

 
7,308,213

 
28.542,387   

10.073.493
 

41.236.000 
 

198.276.403
 

653.094,124

  
 

 
19,116,902 

 
 

 
107,279 

  
 

 
157.403

 
 

 
88,125

 
 

 
51,305

  
 

 
537,468

 
 

 
8,000 

 
 

 
2,836,783

 
 

 
23,300,834

288.183 66.298 146.852 65.547 611.62.3
55 1,000 16.762

4,410,276 7,015,093
50,027,000 18,076,167 5.781 42,709,557 61.035 7,215,397 792.000 890,255 122.514,975

319,996 319,996
5.149,081 5,149,081

906.471
5,328 8,003 55,000 90,058

43.090 368,149 411,239

50,027,000 37,481,252 5,653.763 42,866,960 347,160 106,305 8,186,561 801,000 8,137,314 160.336.13.2

            
 

5,437.013
1,000,000

855,070 79,103 118,834 23,092 55,3'12 1,161,296
1,000,000 1,000,000

9,754,000

855,070 79.103 118,834 23.092 55.342 1.000.000 18.352.309
 

50,027,000 
 

38.336.322 
 

5.732,866  
 

42,866.960
 

465.994
 

129,397   
8,241.903

 
1,801.000 

 
8,137,314

 
178.688,441

  
 

184,813 
          

 
184,813

184.813 184,813

  
 

46.329.271 
 
 

1.832.736 
   

 
1.039,394

 
 

22,650,578

  
 

19,386

   
 

71,87t,385

     423,000  423,000
590,613

166,653,983 166,653.983
3,000,000 1.223,257 4,223.257

30,669,687 35.952,407 182,112 5,802,825 5,762.412 588.947 39,012.000 23.485.106 230.458.652

 $   76,998,958 
 

$    40.785.143 s  

182,112 $ 6.842.219
 

$ 28,412.990 s 
 

1,831.590
 

$ 39.435.000 
 

$ 190.139.089
 

$ 474,220.870
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Combining Statement of Revenues, Expenses and 
Changes in Fund Net Position 
Nonmajor Enterprise Funds 
For the Fiscal Year Ended June 30, 2014 

 

B nning Community  
Farmer Water Fire 

Revolving Faclflty and Guaranteed HIT Planning
Loan Bonding Loan Edutech Tornado Student Loan Loan Fund

 
OPERATING REVENUES            

 
Sales and Services 

Royallles and Rents 
 s  

 
$ 12,600

 
$ s

 
137,181

 
$    4,872,131 s 

 
5,698,282 $ 

Interest andInvestment Income 468,000 89,250
Miscellaneous            
Total Operafin.11 Revenues 12,600 468,000 137,181 4,872,131 5,698,282 89,250

 
OPERA TING EXPENSES            

Cost of Sates and SerVices      
Salaries and Benefits 12,860 534,041 
OperaUng 1,750,000 17,762 85,000 146,815 3,388,160 8,496,658 87,428
Claims 39,226 1.193,019 

lnteresl 
OePfeclatfon 
Miscellaneous   5,000         
Total Operating Expenses 1,755,000 69,848 85,000 146,815 5,115,220 8,496,658 87,428

 
OperatingIncome (Loss)    

(1,755,000)
 

(57,248)
 

383,000   
(9,634)

 
\243,089)  

 
(2,798,376!

 
1,822

 
NONOPERATING REVENUES (EXPENSES)            

Grants and Contracts      
Interest andlnvestmenlIncome 2,000 124,827 4,000 2,681,185 64,433
Interest Expense (3,745) (52,464) 
Loss on Sale of CapitalAssels 
Other    6,872    766,145    

 
Total Nonoperatlng Revenues (Expenses)    

2,000
 

127,954
 

4,000    
3,394,866   

64,433  
 
Income (Loss) Before Contributions and Transfers    

11.753,000)
 

70,706
 

387,000   
(9,634!

 
3,151,777   

(2,733,943)
 

1,822

TransfersIn   1,200,000 5,000,000  5,000,000
Transfer Out   (300,000)         
Change In Net Pos!Uon (853,000) 70,706 5,387,000 (9,634) 3,151,777 2,266,057 1,822

Total Net Posit on· Beginning of Year ,as restated   9,009,000 3,408,932 22,518,000  721,569 24,772,838  10,041,513 9,107,189

 
Total Net Position - End of Year   

$ 
 

B.156,000
 
$   3,479,638 s   27,905,000 s

 
711,935

 
$  27,924,615 

 
$ 

 
12,307,570 

 
$ 9,109,011
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Medlcel 

!Oacilrty 
 PERS 

Uniform

 
 

Rebuilders 
    

 
State

 

lnfrutructure Miii and Group Loan Roughrider State Lottery Student Unemployment
Loan Fund Elevator Insurance Program Industries Fair Fund Loan Compensation Total

 
 
s 

  
 
s  256,130,400 

 
 

 
$ 1.069,499 

 
 

s 

 
 

 
$ 7.118.491

 
 

 
$ 7,159,161

 
 
 
 
$

 
 

 
27,051,014

 
 
 
 
$

 
 

 
$   133,701,408

 
 

 
$ 442,950,167

233,394 233,394
443,463 850,000 1,850,713

   31,597  94,734      126,331

256, 130,400 1,101,096 443,463 7,446,619 7,159.161 27.051,014 850,000 133,701,408 445,160.605

   
 
 

219,670.550 

   
 
 

3,998,502

      
 
 

223,669,052
12,841,397 756,584 2,042,130 1,610,963 796,747 18,594,722
6,393,559 543,298 1,637,020 219,479 4,533,944 18,463,708 662,000 46,424,831

113,988,509 115,220,754
9,000 9,000

3,421,583 289,706 154,284 1,372,345 4,107 5,242,025

   5.437,457        5,442,457

242,327,089 7,027.045 1,637.020 6,414,395 7,517,252 19.264,562 671.000 113,988.509 414,602,841

   
13,803,311 

 
(5,925.949) 

 
(1,193,557)

 
1,032,224

 
(358,091)   

7,786,452
 

179.000 
 

19,712,899
 

30,557.764

       
 
 

960,504

     
 
 

960,504
27,000 6,057 24,874 10,552 2,775 2,997 18,000 3,772,207 6,740,907

(27,000) (469,671) (2,520) (12,772) (568,172)
(43,578) (43,578)

  11,645 (315,000) 1,365,117       1,834,779

   
(451,969) 

 
(290,126) 

 
1,375,669

 
(46,098)

 
950,507   

2,997
 

18,000 
 

3,772,207
 

6.924,440

   
13,351,342 

 
!6,216,075) 

 
182,112

 
986,126

 
592,416   

7,789,449
 

197,000 
 

23,485,106
 

39,482,204

       
920,361      

12,120,361

  (4,111.971)      (7,822.500) (1,084,000)  (13,318,471)

  9.239,371 (6,216,075) 162.112 986.126 1,5'i2,777 (33,051) (687,000) 23,485,106 38,284,094

  67,759,567 47,001,218  5,856,093 26,900,213 1,864,641 40,322.000 166,653,983 435.936,776

s   
$   76',998,956 

 
$  40,785,143 

 
$ 182,112

 
$ 6,642,219

 
$ 28,412,990 s

 
1,831,590

 
$ 39,435,000 

 
$   190,139,069

 
$ 474,220,870
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STATE OF NORTH DAKOTA 
 

Combining Statement of Cash Flows 
Nonmajor Enterprise Funds 
For the FiscalYear Ended June 30, 2014 

 
 
 

 
Cuh Flo- from Operating Actlvlti•t: 

Receipts from Customers and Users $ $      36,171 $ 142,759 $  4,896,425 2.823.496 s $ 
lntorostIncome on Loans 87.422 
Recelp1s from Loan Principal Repayments 19,436,909 997,939 
Receipts from Other Fund• 105,361 
Recelpls from Others 
Paymenls to Oilier Funds (38) 
Payments for Loan Funds (18,223,687) (815,673) 
Payments to Suppliers ",556,000) (16,057) (86,000) (3.317,789) (3,316,133) (42,499) 
Peyments to Employeet (13,116) (168,482) (535,518) 
Claim Paymenls (10,000) (1.629,818) 
Paymenls to Others (5,000) 
Oilier 

.Net Cash Provided by (Used for) Operating Activldes (i,561,000) (3.038) !88.000) (25,703) (481,339) 720,585 227,189 

Cuh Flowo  from  NoncaplUI Financing ActlvltlH: 

Proceeds from Sale of Noles and Other Borrowings 
PrincipalPayments· No1Hand Olllar  Borrowings 
ln1eres1Paymenls • Bonds 
lnterosl Payments - Noles and Olher Borrowings 
Translers tn 1,200,000 5,000,000 5,Q00,000 
Transfers Out (300,000) 
Principal Payments on Doe To Oilier Funds 
Collection of AdYances Made 50.000.-000 
Grants Received 

 
 

Net Cash Provided by (Used!or) NoncapitalFinancing Actlvilies 900000 5000000 5,000000 50000,000 

Cuh F'lo- from Capita! and Related Financing ActMtlea: 

Acqu1sllionand Construction of CapitalAssets 
Payments For Olscon!inued Operations 
PrincipalPayments.Notes and Otll!!r 
Borrowings lnteres1Payments Bonds 
loteresl Paymonts •Notes and Oilier Borrowings 
Capital AppropriaUons 

 
 

Nel Cash Used tor Capilal and Related Financing ActlY11les 

Cllh Flo- from lnveatlng ActlVllHI•: 

 
 
 
 
 
 
 
 
 
 

ReoonclllaUont 
Current 

Cash Deposits at Ille Ban ol Norlll Oaola $ 
Cash and Cash Equivalenlf 
Reslricted Cash Oeposils at the Ban of Nol1h Oako 

Cash and Gast> Equivalents 

Beginning Community   

MedleaI
Farmer Water Flro. Gu1r1nteed Faclllty

Revolving Facll ty and Student HIT Planning lnffutructure
Loan Bonding Loan Edutech Tornado Loan LoanFund Loan Fund

Proceeds !rom Sale and Maturit es of Investment SocunUes 11.500,000 95,000,000
Purctiaso of lnvestmenlSecurities (16,396) (27,24Q) (14,000,000) (121,003,000)
Interest and Dividend• onInvestments 2.000 48.000 4,000 1.278.067 68.854 24,000
Oisbursemenls ror Loans and Loan Purchases (600,000)
Recalplof Loan PrincipalRepaymenls 
Proceeds from Collection of oans and No es Receivable 
Loan Income Received 

  840,000
 

466,000 
     

Net CashProvided by (Used fol) Investing Actfvit es 2,000 31,604 110,000 1,250.&27 (2,431,146) j25,979,000)

Net Chl11J1• tn CHhl    
Not lnereaoo (Oocrea)in Casha,nd C••h Equivaloms (859.000) 28,586 5,624,000 (25,703) 769,488 3,289,439 227. 189 24.021.000

Casn and Cash Equivalents at June 1l0, 2013 3,981.000 1,502,852 6,580,000 no.119 2.854,765 5,880,619 44 1,978  
Cashand Cash Equlvalen1s alJune 30,2014 $ 3,322,000 $ 1,531,418 $ 1211841000 $ 745,016 $ 3,4241253 911701058 $ 6691167 241021,000

3,322.000 s   66,118 s
1,465.300

12.184,000 $ 745,016 $ 527.296 s 
2,896,957

5.564 .168 $  2..021.000

3,605.890 669,167

3,32.2,000 $ 1,5311418 12,184 000 l 74S1ih6 l 3,4i4.2S3 $ 9.170,058 669.167 s 4.021,000
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(Continued on Next Ragel 
 

 
 
 
 

 
 PERS  

Miii Uniform Rebulldera State
and Group t..oan Roughlider State Lottery Student Unemployment 

Elevator ln1ur1nce Pr!!lilram lndu1tr1u Fair Fund Loan Comeensatlon Total 

s 320,860.643 s 289.019.757 $ $   7,657,986 s 7,151,806 s 20,829,045 s 5,784,000 s 124,660,807 $ 783,862.895 
87.422 

20,434,848 
 

 
513,034 618.395

64.015 272, 182 336,197
(151,455) (151,491)

(19,039,360)
(281,024,613)     (294,149,105) (4,734,628) (4,603,849) (12,294,713) (584,000) (21.200,409) (626,925,795)

(12.719.614) (748,276) (2,031,758) (1,602,727) (786,809) ( 164,248) (18,770,528)
(88,350,991) (89,990,809)

(287,034) (292.034)
31,597 31.597

 

 

         27,116,416 (5.846,027)         (438,489) 1.404,634         945,230        7,611.538      5,200,000 15.217,3.41 50.201.337 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
5,976,048 500 157,536,851 167,875,656 

4,275.057 
! 31l7li  l 4'1,:!iil434  s 937,m 177il5(5!) !>,613,779 ! 84!>8 §10 s m lloo s 1S767i,2S3 s 271' .lltl,2§ 

1      1 1 1 

 8,000,000     8,000,000
(21.035,614) (21,035,614)

(9,000) (9,000)
(469,672) (469,872)

273.000 11.473,000
(8.257,099) (315,000) (7,922,500) (417,000) (15,211,599)

(2,161,958) (2,161,958)
50,000,000

   1,097,240   1.097.240

(19,762,565) (315.000) (2,161,956) 1,370.240 (7,922,500) (426,000) 31,682,197
 

 
(6,733,222) 

   

 
(201,325)

 

 
(575,841)

 

 
(9,393)

     

 
(7,519,581)

(964,830) (964,830)
( 101,796) (101,796)

(48.778) (48,778)
(2.329) (2,329)

   647,:J61   647,36'1

(6.733,222) (305,450) (941,888) (9,393) (7,989.953)

       

 
10,237,000

    

 
116,737,000

(14,560,000) (149,606.636)
2,344 24,874 10.552 2,775 2,995 16.000 3,728.659 5,213,120

(9.265,725) (9,865.725)
840,000

1,383,031 1,383,031
542,131 1,008,131

2,344 24,874 (7,330.011) 2,775 2,995 (4.,307,000) 3.728,659 {34,291,079)
 
 

622,953 

 
 

(6,136,153) 

 
 

(9.93Q.458) 

 
 

1.099.1114

 
 

!.376,357 

 
 

(117,360)

 
 

467.000

 
 

18,946.000 
   

 

39,602.502

225 50,499,587 10,867,779 2.673,321 4,237.422 8,576.270 108,000 138,726,2.53   237,480.790

623.178 $ 44,363.434   s 937.321  s 3.772.505 $ 5.613.779 $ 8.458.910 s  575,000 s 157,6'12.253 s 277083,292

 
s 

 

 
623,178 

 
38,387.386  s 

 
9'37,321  s 

 

 
3,772.005 $

 
S,613,779 s

 

 
8,458.910

 

 
575,000

 

 
135,402 

 
s 

  

 
104,932.579
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STATE OF NORTH DAKOTA 
 

Combining Statement of Cash Flows 
Nonmajor Enterprise Funds  (Continued) 
For the Fiscal Year Ended June 30,2014 

 
 
 

Beginning
 

Community  
 

Medlcal
F1tmer 

Revolving
W1ter 

F1clllty
Fire 
and

G111r1nteod 
Student  

HIT Planning
Faclllty 

Infrastructure
Loan Bonding Lo•n Edutech Tomado Loan LoanFund LoanFund

Reconclllatlon or Operating Income (Lou) to Net Caah 
Provided (Used for) Operating Ac!lvttlea: 

OperaUng Income (Loss) ( 1,755,000) $   (57,248) $ 383.000 s (9,634) $    (243,089) $    (2,798,378) s 1,822   
Adjustmenis to Reconcile Operating 
lcome to Net CaSh Provided  y Operating AcllviUes: 

 

Depreciation 
Amor1liaon\Acctetfon 
Reclassification oflnleresl Revenue\Expen1e    

(468,000)
 

Interest Received on Program Loans 
Rece pt of Loan Ptlndpal Repayments 
Provision for Losses 3,801,107 44,000
Other (124,389) 
Changein Assets and Uab!llues: 

(Increase) DecreaseinAecounl$ RecelVable 25.294 6.678 24,294 (71,395) 
Increasein Interest Recelvable (1,828)
(lnctease) OecteaseInDue From 
(Increase) DecreaseIn lntergovemrnental Receivable 
Decreasein Notes Receivable  263.963  

182,266
(lnetease) DecreaseInPrepaid Items 194,000 (28,279)
Increasein lnwnW1•s 
(lnetease) OeeteaseinOther Asset$ 

Increase (Decrease) nAccount$ Payable (18) (5,570) 22,926 260,880 929
Increase (Decrease)In C11kn1\Judgmenl$ Payable 29,226 (381,075)
lnetease (Decrease)in lnlarQovemmental Payable (36) 105,361 (338,065) 
Increase (Decrease)InAccrued Payroll (368) (3,130)
Increasein Compensated Absences Payable 112 l,653
Decreasein Amounts Held for Olhers 
Increase (Decrease)InOU• To (1.000) (16,077) (273,140) 
Increase n Unavailable Revenue 
lnctease (Decrease)  n Other Liabilities    

TotalAdjustments 194,000 54,210 (469,000) (16,069) (238,250) 3,518,961 225,367   

227, 189  $   
 

s 
 

Value Receiwd on Trade of Capllal Asset 

Total Noncash Transactions s  74,415  $ $   2.646518  $ $ $ 

Not Cuh Provided by (Uaed forj Oper1tlng ActMtles s (1. 561,000) $ p,038)  s (88,000) s (25.703) $     (481,339) $ 720,585 $ 
Nonc1ah Tranuctlons: 

Net ChangeIn Fair Value of Investments 
 

$ 74,415 $
 

$  2.046,518 $
 

Interest Revenue on Prize Reserves 
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 PERS  
Mill 
Ind 

Uniform 
Group Rebulldera 

Loin 
 

Roughrider
 

State
State 

Lottery
 

Student
 

Unemployment  
Elevator Insurance Program Industries Fair Fund Loon Compensation Total 

 

s  13,803,311  s   (5,925,949) $    (1 ,1 9 3 ,557) s   1,032,224       (358.091) s   7,786,452  $     179,000 s 19,712,899 $ 30,557,764 

 

 3,421 ,583   154,28'1 1,372,345 4,107 4,952,319

 289,706  
(257,713)  

\12,000
289,706

(6t 3,713)
42,000 42,000

4,892,000 4,892,000
246,048 774,547 (4,000) 4,861,702.
68,186 (56.203)

10,603,276 120,012 178,815 (7,355) (25,667) (4.280,530) 6,572,322
(1,828)

42,778 (230) 42,548
(428,903) (164,940)

513,034 695,300
(535,996) (2,473) (6,109) (1,630) (38Z,487)
(109,762) (409,832) (519.594)

(40,009) 63.499 23.490
(475,832 ) 26,544 23S,234 (97,289) (61,796) (19,769) 225,150 114,389

(331,849)
(7.065) (391,725) (631,530)

87,046 3,683 10,371 3,126 100,628
34,737 4,725 1 8,236 6,811 56,275

(299,941) (299,941)
(100,420) (8,641) (21,000) 772,319 352,041

26,074 3,150 29,324
13,828   (575) (391,639) (378,366)

 
13,313,105 

 
79,922 

 

755,068  
372,410 

 
1,303,321 

 
25.086

 
s.021,000 

 
!4.495,558) 

 

19,643,573

s 27,116,416 s (5,8'16,027) $ (438,489) $ 1,404,634 s 945,230 s 7,811,538 5,200,000  s 15,217,341 $ 50,201,337

 
 
$ 

 
s 

   
 

$

 
s

  
 
$

 
s

 

2.120,933
517 517

11,145 11,145

$ s $ $ 1U4S  s 517 s s  2,132.595
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STATE OF NORTH DAKOTA 
 

 

Internal Service Funds 
 

Internal service funds are used to account for the financing of goods or services provided by one department 
or agency to other departments or agencies of the State and to other government units, on a cost 
reimbursement basis. 

 
 

790 (927) - CentralServices 
Accounts for the revenues and expenditures associated 
with central printing and office supply services to state 
agencies and the Legislative Assembly; a surplus 
property program for the acquisition, distribution, and 
disposition of federal and state surplus property and 
procurement services for all state agencies not exempt 
by statute. 

 
700 (918) - Fleet Services 
Accounts for costs of operating and maintaining State- 
owned vehicles. Costs are billed to user agencies and 
include depreciation on equipment. 

 
780 (929) - Information Technology Department   
Accounts used for the procurement and maintenance of 
data processing equipment and supplies and 
telecommunications equipment and supplies to provide 
data  processing  and  telecommunications  services  to 
state departments and agencies. 

 
288\275 (912) - Risk Management Fund 
Fund provides insurance coverage and loss prevention 
to all state agencies and the University System for tort 
liability and employee injury claims. Coverage is 
provided using an optionalcombination of self-insurance 
and private excess insurance. 
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STATE OF NORTH DAKOTA 
 

 

Combining Statement of Net Position 
Internal Service Funds 
June 30, 2014 

 
Information  

Central Fleet Technology Risk 
Services Services Department Mana11ement Total

 

ASSETS 

Current Assets: 

Cash Deposhs at the Sank of ND 

Cash and Cash Equivalents 

Investments 

Accounts Receivable • Nel 
Interest Receivable .Net 

Intergovernmental  Receivable· Net 

Due from Other Funds 

Prepa d Items 

Inventory 

TotalCurrent Assets 
 

Noncurrent Assets: 

CapitalAssets: 
Depreciable, Net 121,111 81,795.036 10,258.013 92.174,160

Total Noncurrent Assets 121.111 81.795,036 10,258,013 92,174,160
 

Total Assets 21297,609 86,215,632 26,906,899 14,270,850 129,690,990 
 

 

 
LIA BILITIES 

Current Liabilities: 
 

Accounts Payable 110,992 642,137 705,263 7,735 1,666,147
Accrued Payroll 91,748 166,768 2,059,636 38,870 2,359,022
Interest Payable 6,899 6,899

Due to Other Funds 9,163 6,204,912 7,961 227,819 6,449,675

Claims/Judgments Payable 1,679,294 1,679,294

Compensated Absences Payable 4,118 4,216 126,554 2,348 137,238

Capital Leases Payable 15,615 15,615

Total Current Liabilities 231,636 7,220,035 2,699,454 1,962,965 12,314,090
 

Noncurrent Liabilities: 
 

Claims/Judgments Payable 6,320,750 6,320,750
Compensated Absences Payable 76,233 62,629 1,888,640 34,874 2,064 ,376

Capital Leases Payable 33,813 33,813

Total Noncurrent liabilities 112,046 62,629 1,888,640 6,355,624 8,418,939
 

Total Liablltties 343,682 7,282,664 4,788,094 8,318,589 20,733,029 
 

 

 
NET POSITION 

NetInvestment in Capital Assets 

Unrestricted 

 
TotalNet Assets 

s 1,846,016 s 2,098,021 $ 9,877,837 s 1,852,285 $ 15,674,159
508 520,015 2,258 522,781

12.330,899 12,330,899
4,498 64,054 128,295 196,847

71,773 71,773
50,274 137,358 167,632

156,446 1,738,506 4 ,925,891 13,635 6,834,478
32,515 1,579,505 1,612,020
88,241 86,241

2,176,498 4.420,596 16,648,886 14.270,850 37,516,830

 71,683 81,795,036 10,258,013 92,124,732

1,882,244 {2,862,068) 11,860,792 5,952,261 16,833,229

s 
 

1,953,927
 
$   78,932,968

 
$  22, 118,805 s 

 
5,952,261 s 

 
108,957 ,961
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STATE OF NORTH DAKOTA 
 

 

Combining Statement of Revenues, Expenses and 
Changes in Fund Net Position 
Internal Service Funds 
For the Fiscal Year Ended June 30, 2014 

 
 

  
Central

 
Fleet

 Information 

Technology
 

Risk 
 

Services ServlcH Department Mana2ement Total

 
OPERAtlNG REVENUES         

 
Sales and Services 

 
$

 
2.490,633

 
$ 31.319,607 s

 
60,619,327

 
$ 5,246.205 

 
$ 

 
99,675,972 

Miscellane1>us   106,765     106,765

Total Operating Revenues 2,490,633 31,426,572 60,619,327 5,246,205 99,782,737

 
OPERATING EXPENSES         

 

Cost or Sales and Services  909,415      909,415
Salaries and Benefits 923.584 3,150,307 24,644,621 460.440 29,176,952
Operating 529,535 16,235,772 29,260,613 719,067 48,764,987

Claims 5,532,117 5,532,117

Depreciation  70,177 9,062,647  4,350,579   13,463,603

TotalOperating  Expenses 2,432,711 30,446,926 56,275,613 6,711,624 97,669,074

 
Operatinglnc.ome (Loss)   

57,922
 

977,646
  

2,343,514
 

(1,465.419)  
 

1.913,663

 
NONOPERATING REVENUES         
(EXPENSES)         

 

Interest and Investment Income      1,503,468  1,503,468 
Interest Expense (3,673) (14,239) (22,335) (40,247)

Gain (Loss) on Sale or Capital Assets (265) 374,375 {12,543) 361.567

Other  1,050   24,982   26,032

 
Total Nonoperating Revenues         
(Expenses} (2.668) 374,375 (1,600) 1,481,133 1,650,820

 
Income Before Contributions and         
Transfers 55,034 1,352,021 2.341,714 15,714 3.764,483

Changes rn Net Position  55,034 1,352,021  2,341,714 15,714  3,764,483

Total Net Position - Beginning of Year    
1,896,893 77,580,947 19,777,091 5,936,547 105,193,478

 
Total Net Position - End of Year s

 
1,953,927

 
$ 76,932,968

 
$

 
22,118,605

 
$ 5,952,261 s 

 
108,957,96, 
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STATE OF NORTH DAKOTA 
 

 

Combining Statement of Cash Flows 
Internal Service Funds 
For the Fiscal Year Ended June 30, 2014 

 
Oont,.I Flo•t 1nform1t1on Rllk 

Se.rvlc11 S.rvlcea Technolon M1n1geme.n1 Total 
 

 

Cuh Flows from Ope,.tlng Actlvttlu: 
 

Receipts from O..omer' and Users 2,603.375  $     31,449,232   s     61,463,602  $ 5.235.238  s  100.l51,A47 
Payml!nts to 01het Funds (185.825) (165.825) 
Payments to S<J.pp•f•'1 (1,530.485)        (19,026,865)         (30,485,676) (718,860)         (51,761,886) 
Paymef\11 to Employoot (899,345)          (3,160,921)         (24,580,196) (458,882)         (29.099,324) 
Clalm Peyments (357,047) (357.047) 
Paym•ni& to 0U111> (4,s.14,185) (4.544,185) 
Other 1,052 1.052 

Net Cash P10vlded by (Used fol) Operalll1g ActMlies 171,597 9.095,621 6,397,730 !843;716) 14,824.232 

Cuh Ftowo from Noncapltal Fln1nclng AC1Mllot; 

Traosrri In 1,n1.911 1,(77,911 
Transfers Out (1.m.911) (1.777,911) 
Advances Madelo Other Funcss (1,000,000) (1,000,000) 
Other 

N•I Casn Used tor Noncapllal Flnanelng Aetlvil • !1.000.0001 p.000,0001 
 

 

Cnh Flows from Caphal and Rel1t1d financing Actlvttlet : 
 

Acqui1ftlon and ConstNction or Capit•I Assets (25,e<M)       (12,607,128) (3,823,768) (16,.456.700) 
Proceeds from Saleot C1pit1IAssets  3.322,882   3,322,882 
PrincipalPayments· Noles and Other Borrow nga    (711,950)  (711.950) 
lnlorei1 Payments .. Notes and Othet Borrowings (14,238) (14.238) 
Payment on Capita• Leases (72,826) (72,826) 
lnhre11Payments· Capltal Le1Se1 (3,673) (3,673) 

 
Net 011h Usod for Capfta\ and Related Financing Ac.tillilies !102,303l    !9.284.246) i•.s.19,9 !13,936.SOJ 

cu Flo\YI frorj\ 1nv111lng A<11Vlllu : 

PUi'<ase of lnve.stmenl Securill•• (588,815) (588,815) 
Interest and OMdendl onlnvestmentl 624,402 624,402 

 
 

Net Cam ProVided by tnvesllng AMllea 35.587 35.587 
 

 

Nit Ching• In Cuh: 
 

Not Increase (Oecroa.ae) nCuh and Ca.sh Equ1vatonts 72,294 (1.188,625) 1.8'7.774 (808.129) (76,686) 
 

Cash and Cash Equlv•l•fl1• at June 30.2013 1.n4,230 3.806,661 8,030.063 2662,672 16,273,626 
 

 

casn and Cash Equlvalenl• •1Juno 30.2011 1846,624 $      2,618.036 9.877.837 1.854,5'13      16.196.940 
 

 
R1conclll1tlon: 

Cash Oepo1Ks at lh• Bank ot North D•• 1,848,016  $      2,098,021 V ,877,837 ·S 1,852,285 s   15.674,159 
Ca•h and casn Equ1Va1en11 508 520,015 2,25! 522.781 
Cuh and Cash Equivalent• s  1.846,524  s    2,618.036 9.877,837 1.654,643 s    16.196.940 

Roconcl111llon of Ope,.tlng Income (Lon) to Net Cuh 
Provided (UHd for) Oporwtlng Actlvllln : 

 

Operallng lne<>me (Lou) -S 57,922 s 971.8-lli $ 2.343,514 il.465.11$ 1,913,663
AdJU•lll'•nt• lo Reconcile Operating 

lnoome 10 Net Cosh Pt0\/ided by Opera11og >.cW les: 
O.pt0ciallon 70,177 9,062,847 •.343,698 13.476.922
M1011iUtlo/1/AcC(• on 6.681 6,681
Olher 
Change In Assets •no LlabMlu: 16,316 16,316

(Increase) OK:rHse In Accounts Recervab a 48,402 22,660 (29,545) 41.517
(lnt<6ue) DoC(oaso In Due From 71.498 876.345 (5,717) 941.126
Increase Inlntergovommental Reelvabfe (14.732) (176,828) (1.526) (193,086)
!nc:reau In Prepaid h&m1 (27,470) (203,988) (231,456)
Increase In 1nventortes (864) ()
Increase (Decrease) In AccoU!\I& Payable (72.155) (791,09G) (977,510) t ,820 (1,838.938)
lncreaaeIn C41fms/Juttgments:  Payable 619.156 619,156
l11erease   nlntergovemmentalP•yab'o 11,005 11,005
Increase (Oecte1.se)inAcc.rveti Payroll 17.886 (8.419) 30.2•3 V168 44.078
Increase (Oecreaa.e)inCompensated Absences Payabkt 6. (4.197) 34,181 (790) 35,5 7

Increase (Decrease)in Due To 1.264 3.563) 4,866 (17,433)

To1a1 Ad)USlmonts 118,675 8,117.975 .054.216 621,703 12,910.569

N•t Cnh Provided by (UHd for) Operating AC11vKlu $     174,597 9,095.621 6.397,730 !843.718 $ 1'.S:Z4.232

Noncash TrtnHctiona: 
Net Chango Inf•Ir Value oflnvu1ments

 

t

 
 

$

 
 

$

 
 

827,740 
 
 

827,710
Acquisluon of Equipment Under C-1pit11 Lease 9.035 9,035

Total None.uh Tranuc.tlol\S  9.035 $ t 827 740 836. 776   
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STATE OF NORTH DAKOTA 
 

 
 

Fiduciary Funds 
 

Fiduciary funds account for assets held by the State in a trustee capacity or as an agent for individuals, 
private organizations, and/or other governmental organizations. 

 
Pension and Other Employee-Related 

Benefit Trust Funds 
 

DEFERRED  COMPENSATION 
 

981 - Deferred Comoensation Fund 
Accounts for the activity of the deferred compensation 
plan adopted under the provisions of Internal Revenue 
Service Code,Section 457, for State employees. 

 
PERS FLEXCOMP 

 
932 - Flex Program 
Accounts for pre-tax premium conversions, a medical 
spending account and a dependent care spending 
account according to Section 125 of the Internal 
Revenue Code. 

 
HIGHWAY PATROLMEN'$ RETIREMENT 

 
982 - Highway Patrolmen's Retirement Fund 
A single employer defined benefit pension plan covering 
officers of the State Highway Patrol. 

 
JOB SERVICE RETIREMENT 

 
920 - Job Service Retirement Fund 
A single employer defined benefit pension plan for Job 
Service employees. Participation in this plan is limited to 
employees participating in the program as of 
September 30, 1980. 

 
PREFUNDEO RETIREE HEALTH PROGRAM 

 
933 - Prefunded Retiree Health Program 
Members receiving retirement benefits from NDPERS 
receive a credit toward their monthly health insurance 
premium under the state health plan. 

 
PUBLIC EMPLOYEES' RETIREMENT 

 
470 (983) - Public Employees Retirement System 
Accounts for the financial resources associated with the 
Public Employees Retirement System. 

 
DEFINED CONTRIBUTION RETIREMENT 

 
930 - Defined Contribution Retirement Plan 
Accounts for the financial resources of the Defined 
Contribution Retirement Plan. Participation in this plan is 
limited to state employees who are in positions not 
classified by the Central Personnel Division and who are 
not employees of the judicial branch or board of higher 
education. 

TEACHERS' RETIREMENT 
 

964 - North Dakota Teachers' Fund For Retirement 
Accounts  for the financial resources  of the Teachers' 
Retirement Fund. 

 
Investment Trust Funds 

 
911- ND Association of Counties RIO Investments 
Account for the investment assets held by the State 
Investment Board in a trustee capacity as an agent for 
the North Dakota Association of Counties. 

 
913 - City of Bismarck RIO Investments 
Account for the investment assets held by the State 
Investment Board in a trustee capacity as an agent for 
the City of Bismarck. 

 
936 - City of Grand Forks RIO I nvestments 
Account for the investment assets held by  the State 
Investment Board in a trustee capacity as an agent for 
the City of Grand Forks. 

 
950 - City of Faroo RIO I nvestments 
Account for the investment assets held by the State 
Investment Board in a trustee capacity as an agent for 
the City of Fargo. 

 
Private Purpose Trust Funds 

STUDENT ANO CULTURAL DONATIONS 
 

928 - Indian Cultural Education Trust Fund 
Trust accounts for donations provided for the purpose of 
generating income to benefit Indian Culture. 

 
937 - Department of Public Instruction Thordarson 
Scholarship Trust Fund 
Fund used to provide scholarship grants to students 
enrolled in courses offered by the independent study 
division. 

 
988 - School for the Deaf Scholarship Trust Fund 
Account for funds donated to provide scholarships to 
deaf students. 

 
989 - School for the Deaf Student Trust Funds 
Accounts for funds donated to the Schoof for the Deaf 
for the benefit of the students. 
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Fiduciary Funds 
 

 
 

COLLEGE SAVE 
 

940 - College SAVE 
Program established by the State of North Dakota to 
encourage the investment of funds to be used for 
qualified higher education expenses at institutions of 
higher education. 

 
MANDAN REMEDIATION TRUST 

 
943 - Mandan Remediation Trust 
Accounts for the funds obtained from a lawsuit 
settlement for the remediation efforts of the North 
Dakota Health Department and the City of Mandan. 

 
Agency Funds 

 
BONDING 

 
402 - Sales and Use Tax Deposit Fund 
Accounts for cash received in lieu of a surety bond for 
sales tax permit holders. 

 
403 - Motor Fuel Cash Bond Deposit Fund 
Accounts for cash received in lieu of a surety bond for 
motor vehicle fuel dealers. 

 
939 - Public Service Commission Trustee Account 
Accounts  for  savings  certificates  posted  in  lieu  of 
performance bonds for surface  mining activities and 
grain elevator insolvency cases. 

 
942 - Agriculture Cash and Investment 
Accounts for securities or bonds in lieu of a surety bond 
relating to the operation of livestock dealers, auction 
markets and dairy plants. 

 
944 - Cash Bonds 
Accounts for the financial resources for the plugging of 
abandoned oil and gas wells and the reclamation of 
abandoned oil and gas well sites. 

 
945 - Insurance Company Deposits 

 

Accounts for securities of domestic insurance companies 
required by the NDCC to keep on deposit with the 
Insurance Commissioner securities in a value equal to 
the policies they have in force. 

 
947 - District Court Bond Fund 
Accounts for bail bonds posted for civil and criminal 
court cases, 

 
PAYROLL 

 
461 - OMB Unemployment/Payroll Clearing Fund 
Accounts for employers and employees payroll taxes 
and other deductions such as, insurance and credit 
union deductions,etc. 

 
CHILD SUPPORT 

 
463 - Child Support Disbursement Unit Fund 
Accounts for all child support payments received by the 
state disbursement unit. 

 
STUDENT AND OTHER 

 
406 - Drivers License Trust Fund 
Accounts for cash received from a motor vehicle 
operator involved in an accident and has no automobile 
liability policy and the driver was negligent. 

 
946 - District Court Collection Fund 
Accounts for collections for third parties. 

 
986 - Developmental Center Residents' Funds 
Accounts for funds belonging to patients of the State 
Developmental Center. 

 
990 - Veteran's Home-Custodial 

 

Accou nts for resident's personal funds. 
 

991 - State Hospital Patients 
Accounts for patient's personal funds. 

 
992 - Prisoner Accounts 
Accounts for prisoner's personal fund. 

 
993 - Youth Correctional Center Student Accounts 
Account for the student's personal funds. 

 
994 - School for the Deaf Students 
Account for the students personal funds. 

 
TAX COLLECTION 

 
434 - City Lodging Tax Suspense 
Accounts for city lodging tax collected by the State Tax 
Commissioner. 

 
435 - City Sales Tax Suspense 

 

Accounts for city sales and use taxes collected by the 
State Tax Commission. 

 
437 - City Motor Vehicle Rental Tax 
Accounts for city motor vehicle rental tax collected by the 
state tax commissioner. 

 
438 - City Restaurant and Lodge Tax Suspense 
A city tax, at a rate not to exceed one percent, upn the 
gross receipts of retailers on the leasing or renting of 
hotel, motel, or tourist court accommodations within the 
city and gross receipts of a restaurant from any sales of 
prepared food  or  beverages,  not  including alcoholic 
beverages for  consumption  off the  premises where 
purchased is collected by the State Tax Commissioner. 
Proceeds, net  of  a  3%  administrative  fee  which is 
deposited into the general fund, are remitted quarterly to 
each city collecting the tax. 
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STATE OF NORTH DAKOTA 
 

 

Combining Statement of Fiduciary Net Position 
Pension, Investment and Private-Purpose Trust Funds 
June 30, 2014 

 
Pension and Other Emelolee Benefit Trust Funds 

 

  Defined Highway Job  Prefunded
Deferred Contribution Patrolmen's Service PERS Retiree Health

Comeensatlon Retirement Retirement Retirement Ftexcomp Pr!!!!ram
 

ASSETS 
Cash Deposits at the Bank of ND $ 91,121    $ 117,135    $ $ 2,605    $ 550,904   $ 65,138 
Cash and Cash Equivalents 

Receivables: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
L 

 
 
 
 
 
 

 
DEFERRED INFLOWS OF RESOURCES 

Deferred  ContribUtions 12,782 
 

Total delerredInflows of resources 12,782 
 

 
NET POSITION 

Net Posttloo HeldInTIUSt for; 
 

Penslan Beneftts 65.812.999 33.479.775 65,666,865 97,696.628 92,028,678
Other Employee Benefrts 
External Investment Poot Participants 
Other Purposes 

    1,616.469  

Total Net Position $ 65,812,999  $ 33.479,775  s 65,666,865   $ 97,696,628  s 1,616.469   $ 92,028.678 

Contributions Receivable 
Acoounts Receivable - Net 
Interest Receivable - Net 

  203,620  
 

94,358

4,393 
 

96,697 

499,098 783,903
 

85,205
Due from Other Funds 1,120 316,876
Due from Fiduciary Funds  50,950 292  431 15,555 9,189

Total Recl!fvables 50,950 203,912 94,358 101.521 515,773 1.197,173
 
Investments. at Fat Value:        

Investments at the Bank or ND 
Equity Poot 34,933,710 38,686,267 55,112,752
FixedIncome Poot 1,370A50 1,079,433 15,460,083 58,655,436 35,162,409
Cash and Cash Poot 752,089 387,369 
Real Estala Pool 11,481,003
AltematiVe Investments 2.987,726
Annuities 109.052
Mutual Funds  63,103.463 32,071,880     

Total tnvestmentS 64,582.965 33,151,313 65,614,611 97,729,072 90,275,161
 
Invested Securtties Lending Collateral        

 
Prepaid Items        

580,193
Capi\al Assets (Net of Depreciation)  1,22:1,824 16,730 21,226 14,283 610.912 233,311

Total Assets  65.946.860 33,489.090 65.730.195 97.847,481 1,677,589 92,350,976

 
IABILITIES 

Accounts Payable 13.216 15 148,692 14,971 69,150
Acorued Payroll 38,079 18,691
Securltles Lending Collateral 
Oue IDother Funds 3,041 2,910 2, 161 1,566
Oue IDF1d\iclary Funds 
AmOUllls HeldIn Custody for Others  1'3,292 

14,072 
6,390 63,330   253,148

Compensated Abs811085 Payable  39.379    25,892  
Total iabltitles 121,079 9,315 63,330 150,863 61,120 322,298
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(Continued on Next Page) 
 

 

 
 
 
 

Pension and Other Empl!!l'.!! Benefit Trust Funds Investment Trust Funds 
 

Public    ND
Employ- Teachers City of Association City of City of 
Retirement Retirement Total  Bismarck of Counties Grand Fo1  ks Fargo  Total 

 

$ 5,991.879   $ 17,012,740  $ 23,831,522 $ 41,433   $ 443,593   $ $ 387,637  $ 872,663 

 
 
 

10,197.314 16.238,214 27,926.542 
 

3,259,339 7.457,808 10,993,407 84,121 6,279 5,121 75,387 170,908 
40 320,036 

260,174 336,591 
 

   

13,716,867 23,696,022 39,576,576 84,121 6,279 5,121 75,387 170,908 
   

 
 
 

1,205,253,238 1.089,067,377 2.423.053.344 49,228,747 1,029,070 35.255.686 20,785.567 106,299,070 
533,390,663 478,677,486 1,123.795,960 39,144,356 i.966,431 16,195,964 20.527,401 77,834,152 

25,947,939 20,045,640 47,133,037 663,008 602,430 10,985 1,276,423 
396,107,838 369,078,739 776,667,580 20.430,882 8,485,461 28,916,343 
103,079,973 97,357,862 203.425,561 4,704,801 3,292.294 7,997,095 

109,052 
95,175,343 

 
   

2.263.779.651 2.054.227.104 4,669,359.877 114.171.794 2.995,501 63.831,835 41.323,953 222,323,083 
   

 
   

 
580,193 

2,426,891 4,545,177 
   

 
2.285.915,288 2,094,935,866 4.737,893,345 114,297,348 3,445,373 63,836,956 41,786,977 223,366,654 

   

 
 

4,129,900 3.952.550 8,328.494 186,744 1,849 100.773 30,020 319,386 
87,106 143,876 

 
20,633 6,260 36,571 

431 336,591 
14,072 

94,355 159,626 
 

   

  4,332.425 3.958.8 1 0 9,019,230 186.744 1,849 100.773 30,020 319.386 
 

 
 

12,782 
   

12,782 
   

 
 

2,281,582,863 2.090.977,056 4.727,244,804 

1.616,469 

 
 

114,110,604 3.,443,524 63,736,183 41,756,957 m.047,268 

 
 

   

$    2,281.582,863   $   2,090,977,056   $    4,728,861,333 $ 114.110,604   $ 3,443,524    $ 63,736,183   $ 41,756,957   $ 223,047,268 
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STATE OF NORTH DAKOTA 
 

 

Combining Statement of Fiduciary Net Position 
Pension, Investment and Private-Purpose Trust Funds (Continued) 
June 30, 2014 

 
Prlvat&-Purpose Trust Funds 

 

 
Student and

 
Mandan   

Cultural Remediation Collage
Donations Trust SAVE Total 

 

ASSETS 
Cash Deposits at theBank of NO s 122.914 $ 7,279.934 $ s 7,402.848
Cash and Cash Equivalents 12,641 1,577.551 1,063,594  2,653,786

Receivables:   
Contributions Receivable 
Aocounts  Recelvable-
Net Interest Receivable - 

  
1.269

 392.009  39W09 
1.269

Due fi'om Other Funds 
Due from Fiduciary Funds       

Total Receivables 1,269 392,009 393,278

 
Investments,at Fair Value:       

Investments at the Bankof ND 21,576 21.576
Equity Pool 
Fixed Income POOi 898.840 898,840

Cash and Cash Pool 
Real Estate Poo 
Alternative Investments 
Armttles 
Mutual Funds    360.543.789  360,543,789

T<>1al lnvestme<l!S 920.416 360.543...789 361.464.205

 
Invested Securities Lendjng Collateral 

 
 48.482 48,482  

Prepaid Items 
Capital Assets (Net of Oepreojallon) 

 
Total Assets 

 
1,105.722 8,857.485 361,999,392 371.962,599

 

LIABILITIES 
Accounts Payable 
Accrued Payroll 

423 64.122 1.331.787 1.396.332

Securttles Lending Collateral 
Due to Other Funds 
Dueto Fiduciary Funds 
Amounts HeldinCustody for Othefs 
Compensated Absences Payable 

48,482   48.482

Total Liabilities 48.905 64.122 1,331,787 1.444.814 
 

 
DEFERRED INFLOWS OF RESOURCES 

DeferredContributions 
 

Total deferred inflows of resources 
 

 
NET POSITION 

Net Position Held InTrust for: 
 

Pension Benefs 
Other Employee Benefits  
ExternarInvestment  Pool PartlCtpams 
Other Purposes 

 
1.056,817 

 
8.793.363 

 
360.667.605 

 
370,517.785

Total Net Position s 1. 056.817    s 8 . 793. 363   s 3 60.667.605    $ 370,517,785   
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STATE OF NORTH DAKOTA 
 

 

Combining Statement of Changes in Fiduciary Net Position 
Pension, Investment and Private-Purpose Trust Funds 
For the Fiscal Year Ended June 30, 2014 

 
Pensionand Other Em!!loee Benefit Trust Funds 

 
 

Defined  Hlgllway  Job  Prefundod 
Deferred Contribution Patrolmen'• Service PERS Retiree Health 

Compensation Retirement Retirement Retirement Flexcomp Prram 
 

 
ADDITIONS 

 
Contribulions: 

Employer $ $ 1,099,790  $ 1,864,632   $ $ $ 10.709.792 
Employee 6.238.092 1,079,863 1.243,520 55.748 5.584.388 6,274.649 
From Participants 

Transfers !Tom Other Funds 315,000 32,783 
Transfers from Other Plans 849,744 
Donations 

 

TOlal ContribUtions 7,402,836 2,212,436 3,108,152 55,748 5,584,388 16,984,441 
 

 
Investment Income: 

 

Net Change in Fair Value of Investments 6,2o4,209 3,305,934 8,318,289 10,466'.656 10.620,455
Interest and Dividends 2,947,05' 1,530.475 1,160,492 1.725,637 320 1,984,656

 
LessInvestment Expense   

!6.1731 
 

13.069 
 

238,852 
 

304,453   
238,703

Net Investment Income  9,157,436 4,823,340 9,239.929 11.887,840 320 12,366.408
 
 

Repurch;;lse Service Credit 
Miscellaneous Income 

  
 
 

315,156

 
 
 

18.488

 

 
87,418 

  
 
 
 

668.899

 
 

368.859

 
Total Additions   

16,875,428
 

7,054.264
 

12.435.499
 

11,943,588 
 

6,253,607
 

29,719,708

 
DEDUCTIONS        

Benefits Paidto Participants  1,833,977 452,014 3,752,627 4,594,462 5,634,822 6,260,567

Refunds 32,108 2,992
Prefunded Credit Applied 6.798,427
TransFer to Other Plans 
Pa.ymen!S inAccordance with Trust Agreements 
AdmfniStrative Expenses  826,936 7,150 27,983 31,455 53·1,758 201,471

Total Deductions  2.660,913 459,164 3,812,718 4,625,917 6,166,580 13,263,457
 

Purchase (Redemplion)of Units at Net Asset 
Value of $1.00 Pe< Unit 

 

 
ChangeIn Net Position Heldin Trust for: 

 

Pension Benefits 14,214,515 6,595.100 8.622.781 7.317,671 16,456,251

Other Employee Benefrts 87,027
ExternalInvestment Pool Participants 
Other Purposes 

 
Net Position - BegfnrMng of Yea 

 
 

51,598,484

 
 

26,884,675

 
 

57,044,084 

 
 

90,378,957 
  

 

1,529,442 

 
 

75,572.427

 
Nel Position - End of Year 

 
$ 65,812,999

 
$ 33.479,775

 
$ 65,666,865

 
$ 97,696,628 s 

 
1,616,469

 
$ 92,028.678
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(Conllrued on Nm Page) 
 

 

 
 
 
 

Pension and Other Employee Benefit Trust Funds Investment Trust Funds 

 
Publlc     

ND  
Emp oy- Teachers City of Association City of City of 

  Retirement Retirement Total     Bismarck.  of Counties  Grand Forks  Fargo  Total   

 
 
 

$ 61.661,050    $ 62,355,146   $ 137,690,410 $ $ $ $ $ 
59,394,20Q 56,554,767 136,425,227 

 
347,763 

849,744 
 

   

121,055,250 118,909,913 275,313,164 
   

 
 

285,047,952 264,759,565 568,723,060 12,947,273 267,459 7,967,476 8,246,866 29,429,074 
  39.771,600 36,744,. 024 85,864,258 2,052,718 66.825 1,029,703 1 ,1  35.632 4,284,878   

 
  8,191,090 7.257,140 16. 237,134 403.115 6,192 217,493 139,751 766,551 

 

 
316,628,462 294,246.449 658,350,184 14,596,876 328,092 8,719,686 9,242,747 32.947,401 

 

   

 

  446. 009.953 415.238.417 945.530.464 14.5 96.876 3 28.092 8 ,779; 686 9,242,747 32,947,401   

 
 

113,300,699 158,350.355 294,179,523 
6,237,842 3,908,921 10,181,863 

6,798,427 
347,783  347,783 

 

   2. 210.792  1.586. 045   5.423. 590

 122,097,116 163,845,321 316,931,186 

 
 

(275,000) 400,000 (236.883) (37,953.903) (38 ,065,786) 
       

 
323.912,637 251,393,096 628,512,251 

87.027 

 
 

14,321,676 728,092 8,542,803 (28.711, 156) (5,118.385) 

 
  '1,957,670,026 1,839,583,960 4,1 00,262,055 99,788,728 2,715 ,432 5 5,193,380 70,468,113 228.1 6 5,653   

 
   $   2,281,582,863   $   2,090,977,056   $   4,728 ,861,333      $ 114,110,604   $ 3,443,524    $ 63,736,183  $ 41.756.957  $ 223,047,268 

 

 

 
8,325,140 

 

 
2,034,289 

 

 
10,815,706 

1,101 47,766 1.051.410 
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STATE OF NORTH DAKOTA 
 

 

Combining Statement of Changes in Fiduciary Net Position 
Pension, Investment and Private-Purpose Trust Funds (Continued) 
For the Fiscal Year Ended June 30, 2014 

 
Prlvate-Purse Trust Funds 

 
 

Student and Mandan 
Cultural Remediation College 

Donations Trust SAVE Total 
 

 
ADDITIONS 

 
Contributions: 

Employer $ $ $ $ 
Employee. 
From Participal"llS 35,218,321 35,218,321 
Transfers from Olhe< Funds 
Transfers from Other Plan:; 

Donatlorrs  6.612   6.612   
Total Contributloffl  6.612 35,218.321 35,224.933 

 

 
Investment Income: 

 

Net Change InFar Value of Investments 93,051 26,236,301 26,329,352
Interest and Dividends 15,657 7,688 7,056,095 7,079,440

 
lass Investment Expense     

 
Net tnvestmenl Income 

 
108,708

 
7,688

 
33.292.396 

 
33.408.792

 
 

Repurchase Service Credit 
Miscellaneous Income 

 
 
 
 

2,000

   
 
 
 

2 000

 
Total Addions 

 
117,320

 
7,688

 
68,510,717 

 
68,635,725

 
D.EDUCTIONS     

Beoeflls Paidto Participants 
Refunds 
Prefunded Credtt Appjled 

Tl'Snsfer to Other Plans 
Payments InAccordance with Trust Agreements

 
 
 
 
 

2,797

 
 
 
 
 

335,572

 
 
 
 
 

34,778,926 

 
 
 
 
 

35,117,295
Adminisltatlve Expenses  3, 132 14,312  2,626,034  2.643,478 

  Total Deductlor1s  5.929 349,884

 37,404,960 37,760,773 

Purchase (Redemption)of Units at Net Asset 
Value of $1.00 Per Unit 

 
ChangeIn Net Position HeldinTrust for: 

 

Pension Benefits 

Other Employee Benellts  
ExternalInvestment Pool Participants 
Other Purposes 111,391 (342,196) 31,105,757 30,874,952

Net Position • Beginning of Year 945,426 9.135,559 329,561.848 339,642.833

Net Posttlon • End of Year $ 1.056,817 $ 8,793.363 $ 360,667.605 $ 370,517.785
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STATE OF NORTH DAKOTA 
 

 

Combining Statement of Fiduciary Assets and Liabilities 
Agency Funds 
June 30, 2014 

 
 
 

Child Student Tax 
Bonding Payroll Support and Other Collectlon Total 

 

 
ASSETS 

 
 
 
 
 
 
 

 
 

T 
 

L 

 
 
 
 

 

T 

Cash Deposits at the Bani< of ND s 8,073 ,990 $ 222,n8 $ 2,020,538 $ 1,000,025 $ 15,170,967 $ 26,488,298

Cash and Cash E;quivalents 11,836,636 524,509 496,815 6,385,661 19,243,621
Investments at the Sank of ND 27,326,757 50,000 27,376,757

Investments 130,000 130,000

Accounts Receivable • Net 102,952 10,333,955 6,531 10,443,438

Taxes Receivable - Net 29,773,035 29,773,035

Interest Receivable - Net 25 25

Other Assets   45  45

 

otal Assets 

IABILITIES 

Intergovernmental Payable 

Tax Refunds Payab e 

Amounts Heldin Custody for Others 
 

otal Llabilttes 

 

$ 
 

47,470,335 $
 

10,556,733 
 

$ 
 

2,551,578 
 

$ 
 

1,546,910 s 
 

51,329,663 
 

$
 
113,455,219

 
 
s 

  
 

s

 
 
 
 

10,425,631

 
 

s

  

 
s

   
 
 
 
$51,326,588

  
 
 
 
$61,752,219

32,842 3,075 35,917

 47,437,493 131,102 2,551,578 1,546,910   51,667,083

 
$ 

 
47.470,-335 

 
$

 
10,556,733 s 

 
2,551,578 

 
$ 

 

1,546,910 
 

$ 
 

51,329,663 
 

.$
 

113,455,219 
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STATE OF NORTH DAKOTA 
 

Combining Statement of Changes in Assets and Liabilities 
Agency Funds 
For the Fiscal Year Ended June 30,2014 

 
 
 
 

Bonding 
 

ASSETS 
Cash Depostts at the Bank of ND 
Cash and Cash Equivalents 
Investments at the Bank of ND 
Investments 
Accounts Receivable· Net 

Total Assets 

June 30 June 30 
2013 Additions Deductions 2014 

 

LIABILITIES 
 

Tax Refunds Payable $ 150,359 s 32,842 $ 150,359 $ 32,842
Amounts HeldIn Custody for Others 40,749,078 37,855,022 31, 166,607 47,437,493

Total Liabllities $ 40,899,437 $ 37,887,864 $ 31,316,966 $  47,470,335

Payroll 
 

ASSETS 
 

Cash Deposits at the Bank of ND s 235,878 $ 119.730,247 s 119,743,346 $ 222,779
Accounts Receivable - Net 9,798,371 10.333.955 9,798,371 10,333,955

Total Assets $ 10,034,249 $ 130,064,202 $ 129,641,717 $ 10,556,734

 
LIABILITIES 

lnte11Jovernmenta l Payable  
Amounts Heldin Custody for Others 

 

Total Liabilities 

 
Child Support 

 
ASSETS 

 
 

 

T 
 

 
LIABILITIES 

Amounts HeldIn Custody ror Others s 3,192,780 $ 128.329,692 $ 128,970,893 $ 2,551,579 

Total Liabilities $ 3.192.780 s 128.329,692 s 128,970,893 $ 2,551,579 

$ 7,585,178 s 2,090,978 s 1,602,166 $ 8,073,990
5,511,980 34,209,814 27,885,151! 11,836,636

27,662,279 1,451,278 1,786,800 27,326,757
140,000 10,000 130,000

102,952 102,952
$ 40,899,437 $ 37,855,022 $ 31,284,124 $  47,470,335

s 9.902,075 $  10.425.631 s 9,902,075 s 10,425,631
132.174' 120,265,831 120,266,902 131,103

$ 10,034,249 $ 130,691,462 $ 130,168,977 s 10,556.734

Cash Deposits at the Bank of NO $ 2,940,507 s 127,940,880 $ 128,860,848 $ 2,020,539
Cash a.nd Cash Equivalents 252,273 272,236 524,509
Accounts Receivable·Net 6,531 6,531

otal Assets $ 3.192,780 s 128,219,647 s 128.860,848 s 2,551,579
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June 30   June 30
2013 Additions Deductions 2014

 

Student and Other 
 

ASSETS 
 

Cash Deposits at the Bankof ND $ 867,864 $ 2,981,406 $ 2,849,247 $ 1,000,025
Cash and Cash Equtvalents 309,999 2,775,777 2,588,961 496,815
Investments at U e Bank of ND 150,682 100,682 50,000
Investments 4,881 4,881 
Interest Receivable - Net 37 25 37 25

Other Assets 1,076,754 1,076,709 45 
Total Assets $ 1,333,463 s 6,833,964 $ 6,620,517 s 1.546,910 

 
LIABILITIES 

Amounts Heldin Custody for Others $ 1,333,463 s 6,835,464 $ 6,622,017 s 1,546,910 
Total L1abilit1es s 1,333,463 $ 6,835,464 $ 6,622.017 s 1.546,910 

 
Tax Collection 

 
ASSETS 

 

Cash Deposits al the Bank of ND $ 12.154,406 $ 267,361,270 $ 264,344,708 s 15,170,968
Cash and Cash Equivalents 2.566,835 (73,426) (3,892.252) 6,385,661
Taxes Receivable - Net 29,642,009 29,773,035 29,642,009 29,773,035

Total Assets $ 44.363,250 $ 297.060,879 $ 290,094,465 $ 51,329,664

 
LIABILITIES 

 

 
 

 

T 

 
 

Total -All Agency Funds 
 

ASSETS 
 

Cash Deposits at the Bar>K of ND 23.783,833 $ 520.104,783 $ 517,400,315 $ 26,488,301
Cash and Cash Equivalents 8,641.087 37.184,401 26,581,867 19,243,621
Investments at the Bani(of ND 27,812,961 1.451.278 1,887,482 27,376.757
Investments 144,881 14,881 130,000
Accounts Receivable - Net 9,798,371 10,443,438 9,798,371 10.443,438
Taxes Receivable - Net 29,642,009 29.773,035 29,642.009 29.773,035
Interest Reoeivable - Net 37 25 37 25
Other Assets 1,076.754 1,076,709 45

Total Assets $ 99,823.179 $ 600,033,714 $ 586,401.671 $  113,455,222

 
LIABILITIES 

Intergovernmental  Payable 
Tax Refunds Payable 
Unavailable Revenue 
Amounts He d in Custody for Others 

Total  liabilities 

Intergovernmental Payable $ 43,824.852 $ 318,883,935 $ 311.382.200 s  51.326,588
Tax Refunds Payable 2,812 3,076 2,8'12 3,076
Unavailable Revenue 535,586 !535,586!

otal Liabities $ 44.363,250 $ 318,351,426 s 311,385,012 $   51,329.664

$ 53,726,927 s 329,309,567 s 321',284,275 $  61,752,219
153,171 35,918 153,171 35,918
535,586 (535,586)

45.407.495 293,286,009 '287,026,419 51,667,085

$ 99,823.179 $ 622.095,908 s 608.463.865 s 113.455.222
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STATE OF NORTH DAKOTA 
 

 

 
Schedule 1- Net Position by Component 
Last Ten Fiscal Years 
(accrual basis of accounting) 

 
 

2005 2006 2007 2008 
 

Governmental Activities 
NetlnvestmenlinCapital  Assets 
Reslricled 
Unrestricted 437,010,686 538,891,416 894,967,295 1,119,875,688 

Total Governmental Activities Net Position s 2,Sn,676,578 s 2,898,j51,121 s 3,430,896,080 $ 3,978,976,232 

Business-Type Activities 
 

Net lnvestmenl inCapital Assets $ 505.915.735 $ 516,243.484 $ 527.402,572 $ 546,699.435
Reslricted 393,237,729 391.312,218 478.219,512 532.954,637
Unrestricted 737,348941 820 268,283 745,972.838 653.004.847 

Total Business-Type Activities Net Position s 1,636,502,405 s 1,727,823,965 s 1,751,594,922 $ 1,732,658,919 

Primary Government 

Unrestricted 1,174,359,627 1.359.159,699 1,640.940.133 1,772,880,535 
Total Primary Government Not Poaltion $ 4,214.178,983 $ 4,625,975, 086 $ 5, 1 82,491,002 s 5,711,635,151   

s
 

1,094,550,779
 

$ 1,077.843,107
 

$ 1,151.716.486 
 

$ 1,400,535,033
1,046,115,113 1,281.416,598 1,384,212,299 1,458,565,511

NetInvestment fn Capital Assel5 $ 1,600,466,514 $ 1,594,086,571 $ 1,679,119,058 $ 1,947,234,468
Restricted 1,439,352,842 1.672,728,816 1,862,431,811 1,991,520,148
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StatlstlcalSection 
 

 

 
 
 
 
 
 
 
 

       2009 2010 2011 2012 2013 2014 
 

s 
 

1.323,476,716 
 

$ 1,450,350,320 
 

$ 1,640,080,874 s
 

1,943,226,802
 

$ 2,331,214,264 $ 2,502,234,624 
 
s 

1.502,237,251 
1,562.969.653 
4,388,683,620 

1,984,324,201 
1,n2,441,595 

s 5,207, 116,116 
2.470,400,337
2.537,062,796 

s 6,647,544,007

 
s

3,094,031,786
3,635,538,536 
8,672,797,104 

3,788,154,729

s 
515971014,917 

11,714,383,910 
4,976,564,822 
7,109,867,360 

s   14.588.666,806 
 

$ 578,827,822 $ 644,108,459 $ 706,459,639 $ 752,357,235 $ 792,067,993 s &44,395.270 
500,433,232 445,609,412 452.312,013 569,991,053 632,431,958 600,269,799 
563,679,410 

s 1,642,940,4&4     
749,258,206 

s    1,838,97&,on 
916,758,798

s 2,075,530,ASO 
957,796,166

s 2,280,144,454 
1,019,582,872 1,287,315,405 

$ 2,444,082,823       $ 2,731,980,474 
 

$ 1,002,304,538 $ 
2,011, 110,394 
2,118,209,152 

s 6,031,6241084 ! 

$ 3,346.629,894 
5,576.834.621 
8.397,162.765 

s   17,320,647.280 

 
2,094,458,779 

 
$ 2,346,540.513 s

 
2,695.584 .037 

 
$ 3.123,282,257

2,429,933,613 2,922.712,350 3.664,022.819 4.418.586.687
2,521,699,801 3,453,821,594 4,593,334.702 6,616,697,789

1,046,092,193 $ 8,723,074,467 $ 101952,941,658 $   14,168,46&,733
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STATE OF NORTH DAKOTA 
 

 
 

Schedule 2 -Changes In Net Position 

Last Ten Flscal Years 
(accrual basis of accounting) 

 
 

2005 2006 2007  2008   
 

 

Expo- 
Governmental Actlvllles: 

General  Govemmenlal $ 243.437.118 s 284,911.163 $ 275.242.149 $ 313.329,720 
EducaliOn 486,221 ,4'17 496,821 ,495 507,384.841 537,756,698 
Health and Human SeN!ces 826,832,059 854.450,025 874,003,750 960,439,610 
Regulatoty 17.966,367 19,676,826 21,180,817 :28.265.610 
Public Safety and Com!cllons 132,996,669 145,479,620 135,581.887 13M67,907 
Ag/1Culture and Commerce 55,795,473 54.457,817 58,591.473 67.941,955 
NallJral RBsouius 53,440.349 62,430,892 57,850.544 64.090,113 
Transpolta11on '300.321.693 372.245.432 321.278.940 318.241.207 

Interest on Long Tl!llTl Debt   8,103.849  12880.933  1H38858   13,29348   
Tola! Govemmenlal Activities El<;>el\ses  2,125.1  15,022 2,283,  354,203 2,265,553,259  2,438,426,068    
Business-Type Activities: 

 

Bank of NOllll Dakola 57,501,500 71,263,587 $ 91.261,449 $ 106.077,704
Housing Finance 45,922,148 46,579,809 51,178,023 58,815,920
Loan Pmgrams 13,889,079 17.235.546 9,453.454 9,657.603
State Lottery 18,917.023 15.622.027 16.068.060 16.205.287
Unemployment  Con\pensalion 43.393.875 43,314.505 47 524.928 46.911.958
University System 696,918.168 743.271.218 775,600.118 835.873,088
Worlters CompensaUon 183,465,747 116,020.938 231,787.346 246,581,569
Olher  101 859057 1 16.120 539 143 590245  266,193,540 
  

TotalBusfness-Type AcliviUes Expenses 1,161,666,397 1,169,428,187 1,366,•63,823 1,588,316,669 

TotalPrlm1ry Governmenl E.Xpenaes s a12n11a11419 $ 31452.7821370 s 3,132,018,882 s 4,026,742,737 

 
 
 
 
 
 

 
 

 
 

 
Charges for Sel\'iceo: 

 
 
 
 
 
 

 Tola! Business-Type Actillilles Program Revenues 1.051,170,687 1,077,963,350 176,958,126  1   341239960   
Total Primary Government Progr•m Revenues s 2,389,531,535 s 2,4111,116,829 s 2,691,004,1564 $ 2,6611961•90 

 
 

NII(ExP1M•l/R•V911UI 
 

 
 
 
 
 
 
 

 
 
 

   

 
Busln8$$-Type Activities: 

Miscellaneous 
Special Item - Loss   Dlsoontinua/lle of Computer Project 
Transfers 187349,759 188.108,694 185,840.985  228.140,706   

Totat Business-Type Aotlvlties 1679.759 188.108,694 185,840,985  228140  706   

Total Primary Goliernmant s 1,220,3111881 s 1,4191156,827 $ 11ses13s1i799 $ 11aas15191179 
 

 

ChangeInNet Assets 
Govemmenlal  ACUvffles 266,207,968 $ 351,347,409 s 528,004,093 s 539,678,33!>
Business-Type AdlVlties 56.854,029 96,643,877 96,335,488   (18,936,003}
Total Primary Government s 323,061,!197 $ 4'7,991,286 s 624,339,581 s 5201742,332

NOTE: The Slate Lolllllybecame effectlVe beglnnfng Inliscal year 2004. 

  
        

Proaram Revenues 
Govemmenlal Activttles: 

Ch"'!18S for Services: 
Genenol GovemmeniaJ 

  
 

 
24.128.539

 
 

 
23.186,427

  
 

 
22.288.210 

 
 

 
$

 
 

 
18,874.082

Educatiol> .4,082.785 3.675.283 3.616.003 3,994,400
Heallh ond Human Services 18.144,551 29.134,050 24.970,751 31,576.197
Regulatory 16.700.094 17.072.857 20,267,416 21.266,586
Publle Safety ndCo«ections 6.931.898 7,189.302 7,307,975 9,451,217
Agriculture and Commerce 16,234,145 22,935,699 19,593,774 26,180,590
Natural Resoun;es 23,899,425 20,685,820 22,678,382 :26.030.ff.l
Transportation 61,057,805 77,967.969 74,148,958 71,469.872

Ope<ating Grants a.nd Conllibulions 1,084,731,43'2 1,144.749.200 1.148,061,678 1.041.410.981
Capital Grants and Contributions 81 850194 56556872 .71115382 88471 590

Total Govemmental ActiviUes Prt19ram Revenue6' 1,338.360.888 1,403,153,479 1.414,046,538 1.320,725,930
Bus ne5$-Type Activi1io.s 

Bank of North Dakota 90,838,000 107,518.000 135,643,000 158.993,000
Housing Finance 36,643,000 39.209,000 45,1J7,000 53,106,863
Loa!I Programs 17,051,963 17,406,328 12,5351071 10.622.026
Stale Lotte<y 19.283.424 22.413.359 22.772,976 22.219,058
Unemployment  Compensation 60.969.669 60.709,015 56.855.823 51.993.327
Un1versity S)'Slom 296.896.978 331.584.391 351.189,074 369.469,634
Worltel$ CornpensaUon 106.195,254 94.383.040 130.586.004 145.487,917
Olller 113 293 272 120 847 785 145 427 064 261 985 312

Govemmental Aclivities $ (786,754,154) $ (880.2_00,724) $ (651.506.721) 
Business-Type AclMtl.es  (110.495,730l (91,464,817} (89,505,497} s (1.117.700.138)

!247,076.709}
TotalPrimary Government Net Expense s !897124911841 $ !971,66515411 $ (941,012.218} s 111364,778.8'471

Genen.I Rtv.nuas and Other ChangesIllNet Assets 
Governmental  Ac:11vi11es.: 

Tai<es: 
Individual and Corporate IncomeTaJ<es 

 
 

 
$ 320,048, 741

 
 

s

 
 

 
432.071.872

 
 

 
$ 449,064,105 

 
 

 
473,235,378

Sales and 1.1$e TaJ<es 630.178,563 678,820,618 726,913.003 797,614,476
Oi ,Gas and Coal Taxes 162,919,498 210, 169,616 230,118,178 469,444.783
Bu5'ness and Olller Taxes 57,831.733 66,601,765 54,780.147 65..487.381

Unres111cted Investment Earnings 4,105.864 12A08.673 25.822.610 25.149,527
Tobaooo Settlement 12,829.714 11.712.175 16.097.938 20.062.331
Mscet aneous 22.33·7.630 23.696.003 27.836,295 42,051.636
Contributions to Pennanenl Fund Principal 13.635.693 11,158.083 15,995,440 19,181,247
Special Item -Losson OiScontfnuance of Computer Project 
Transfers 

Total Govemment.al ActMUes 
!170,925,314! 

1,052,962,121:  !215,088,572}
,,231,548', 133

!167,116,902! 
1,379,510,814 !254,64866! 

  1657 378.473  
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Stat11tlcel S.etlon 
 

 
 
 
 
 

 

2009 2010 2011 2012 2013 2014 

 

s 

 
 
 

418,220,944 

 
 
 

$ 393.432,224 

 

s 

 
 
 

507,512,750

 
 
 

$ 617.152.026

 

s

 
 
 

689.332,121 

 
 
 

$ 1,283,916.089
564,818,eoo 849,337,255 830,849.191 843,780,168 875,991,527 1,075,062.067

1,005,299.226 1,149,201,916 1,244,163,316 1,271,569.970 1,318,899,711 1,433,598,932
26.581.606 26,187,286 28,419,774 33,988.310 44,813,739 54,727,821

194.263.&15 284,846,465 242.521,440 303.602,543 209.732.54 7 243,149,474
88.057.495 85.327.833 98.038.471 91.653.406 93,212.834 96,055,152
64,816,773 81.304,271 117.862.905 132,679.303 114.752.468 119.395.831

382,819,328 463,845,880 468,695.689 796,123,068 595.046,719 1.066.103.906
12 683 901 11 773.684 10461 658 9063514 8454 110 7 601561

2,737,381,718 3,345J56,594 3,548,325,193 4,099,612,325 4,150,635,796 5,379,610,733

$ 99,089,692 80,132,606 77,556,54S $ 71,996,932 68,887,617 $ 76,366,749
59,769.233 62,931.910 611,824 ,036 56,046,981 48,388.304 40,901,946

6,776.733 6.315.852 6,898.226 8.092,884 8.756.357 12.759,106
16.122.996 18,177.724 17,068,826 18,877.249 19,713,987 19.264.562

10&,475,262 137,473.630 10M82.422 89,236.878 118.377.072 113,988.509
894,733,624 963,820.452 1.008,639,618 1,047,949.521 1.080.816,602 1,129.869,106
168,527,183 218,185,899 300,297,A91 359.216,200 448.535,174 418.500.961
249,602,025 168,406,517 237,373,095 523,164J!!9 279.389,712 269,600,028

 

 

1,601,096.748 1,675,444 ,590 1,826,040J60 2,114,580,894 2,072,844,825 21081J50,967 
 $ 4,331,458,468 5,020,701,184  $ 51374,365,.453  $ 6,274,193,219  s 6,223,680,621  s 7,480,881,700 

 
 

$ 24,085.311 20,683,111 $ 26,683,061 $ 30.255.507 $ 32.815,967 $ 38.080.695
4,325,036 5,440,633 6,985.958 7,515,580 6.068,1)67 6.0&4.710

34,200,110 31,81)6,461 38,S63,927 36,100,539 38.381,1)9() 39,915.016
19,416,470 23,963,949 22,122.244 30,312,566 32.359,807 45.384,490
10,572,514 12,310.270 14,456,950 26,2f>3,919 26,614,392 28,552,402
22,749,832 29,530,575 29,861,552 31,026,427 35,652,945 38,600,243
26.553.195 30.854.355 24,772,981 31,017,855 26,356,862 29.681,837
87.100,993 90,788.728 96.023,474 111.125.058 120.82.1.133 120,05S,651

1,131,838.131 2.025.395.387 2.015.1149,005 2.012.322.201 1.867.800.810 2.083.789.612
57064 724 63034.991 12768330 18099.423 5.353007 11.045879

1,417,908,316 2,333.640,40 2,286,368,362 2,334,039,074 2,192.243,080 214391173,M5
 

 
155.951.000 138,081,000 140,043,000 145,038,000 161,080,000 155,548,000
53.438.021 48,814,007 54,190,469 49,6$3,855 42,64\1,030 36,150,366

6,1141.602 6.013,058 5.989.229 6,185,948 7,538,124 7,548,651
21,815,381 24.498.968 23.085.242 26.587.851 27.999,486 27,051.014
76.137,232 115.951,800 119,074,810 126,040.929 127.174,321 133,701.408

400,838,083 418,085.075 438,741.616 468.992.991 486,262.379 507.302,753
163,857,781 157,710,330 193,150.138 253.677,520 320,237.794 318,779.635
238,431,304 201,085,424 246.210,771 278,124,295 289,981,947 276,895.777
114",158,181 412,398,322 449,392 ,800 601,695,091 370,855,633 439,95(},824
10820227 197S2204 14.258,2tl1 20975448 19 865,857 18703 628

1.241,168,812 1,5400J08 1,684,136.334 1,976,901,926 1,853,644,571 1,921,632,256 
s 2,659,097,128 3,176,240,648 s 3,970,504,716 $ 4,310,941,000 $ 4,045,817,651 $ 4,360,805,791 

 
s (1,319,453,402) (1.011.416.154) s (1.281.956,811) $ (1.785.573.251) $ (1,058,592.716) s (2.940.437.198) 

@59,907,936) {133,044,382! 1141,903.926! {197,678,968) {219,200.254) (159.618.711! 

s        11.879,361,331) s (1.144,480,536) 11,403.880,737)   s   (1,963,252,219)   s   12.1n,192,a101 !3,100,055,909) 

 
 
 
 
 

 
 
 
 
 
 

270,,.89 481 324  765928 376 538623 392 154 559 383138623 457 746 004 

 $ 1,998,868,535      s   2,154,101,111      s   31078,923,525  s 4,188,110,.421 s   5,353,812,299      s   6,276,203,456 
 

 
$ 409,;!25,652 

 
$ 818,499,099 s 

 
1,440,427,891 s

 
2,031,062,811

 
$ 3,012,150,960 

 
$ 2,876,020,254

{89.718,4551 191,741,546 234,634,897 194,475,591 163,938,369 298, 127.293
$ 319,507,197 $ 1,010,2401545 $ 1e1s oe2 7881      1    1 $ 2,225,558,202 $ .1761089,39 $ 311765147,547

$ 503,975,529 379,938,009 $ 605,526,736 s 658,905,496 863,018,492 $ 700,667,920
857.770,891 885,445,674 1,121,730,307 1,543,140,897 1,654,188,763 1,756,777,615
428.869.862 633,445,059 1,059,467,528 1,870,05$,257 2,518,921,3;!2 3.335,934,782
80.813,632 62.075.915 69.733.806 11.974,295 83,470,020 82,437,250
12,830,321 33,925,887 21.330.843 15.500.793 17.967.764 130.011.232
30,990,193 23,559,· 30,453,8'43 22,265.336 22,332..5'77 23.652.803
54,636,981 1S<>,818,789 158.447.124 170,544,538 208,709.383 1.98,1>33,139
11,573,541 11.203,425 999,110 12,469,733 13,722,930 14,251,211
(3,314,057) 

(229J67,859l (350.496,61391 (365,304.3961 (368,204,484! 1409,585,5751 (424,008,5001
1.728.679,054 1,829,915,253 2,702,384,702 3.796,655,862 4,970,743,676 5,818,457,452

1,1140.000 39.168.106 1,857.975
( 14.728,630) 

270,189,481 324,785928 376 538623 390214 559 358.701.147 455 888 029
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STATE OF NORTH DAKOTA 
 

 
 

Schedule 3 - Fund Balances, Governmental Funds 
Last Ten f iscal Years 
(moatfied accrual basis olaccoun/Jng) 

 
 

2005 2006 2007 
 

General Fund 
Resetved 
UnresetVed 

Total Gene111t Fund 
 

All 0th.,.Govemmenlal Funds 
 

Reserved 846,154,741 999,818,758 1,094,599,293 
UnresetVed, Reportedin: 

Special Revenue Funds 440,941,175 475,496,357 576,408,347 
Total All Olher Govemmenlal Funds 1,287,095,916 1,475,315,115 1,671,007,640 
Total Fund Balances, Governmental Funds $ 1,568,915,650 $ 1,890,252,010 $ 2,309,471,055   

 

Note:   Due to GASB Statement 54, a new tableisIncluded belowfor 2011 going forward. 

 
 

2011 2012 2013

 
General Fund    

Nonspenc:table $ 4,628,0clO s 498.042,684 $ 1.355,l79.441 
Commlted 662,696,887 996,737,740 840,061,206 
Unassigned 712,046,495 1;412,091,095 2,142,277,-489 

Total Gen11111IFund 1,399,371,-422 2,906,871,519 4,337,518,136 
All Othw Govemme111al Fund• 

Nonspendabie 
 

81,757,950

 

82,345,060

 

85,991,097 
Reslricted 2,371,817,130 3,003,088,539 3,679,2-48,354 
Commited 1,055,012,373 682,600,401 1,200,571,0"48 
Assigned 124,052,099 66,930,266 64,730,555 
Unass9'ed (3,205,875) (3,797,855) (6,075,964) 

Total All Othw Governmental Funds 3,629,'33,677 3,831,166,411 5,024,-465,090 

Total Fund Balanc.,Governmental Funds s 5 ,028,805,099 $ 6,738,037,930 s 9,361,983.226   

s 
 

1,532,133
 

$ 2,050,599 s
 

1,690,187 
280,287.eo1 412,686,296 638,773,228 

 281,819,73' 414,936,895 838,463,415 
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2008 2009 2010 
 

s 
 

2.479.813 s 
 

4,123,554 s 
 

4.990.240
785 459 751 883093388 634.021.114

  787,939,36' 867,216,942 839,011,354 

 
1,102.478,731 1,021.911,207 2,201,584.878

870,164,282 1.195.606,640 1,525,108.012
1,972,641,013 2,217.517,147 3,726,692,890 

 s 2,760,510,377 $ 3,084,734,789 $ 4,565,704.244   

 
 
 
 

 

2014 
 

 
 

s 2,:447,681,621 
1,365,420,168 

  1,421,552,566   
5,234,65',353 

 
 

88,250,884 
4.913.528.n2 
1,628,346,627 

224,403.093 
 

 

6,!  529,376 
 

$ 12,089.1831729 
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Schedule 4 - Changes in Fund Balances, Governmental Funds 

Last Ten Fiscal Years 

(modified accrual basis of accounting) 

 
 
 
 

Revenues 
2005 2oo6 2007 2008

Individual and Corporate Income Taxes $ 319,862,263 $ 409,691,305 $ 443,215,760 $ 469,177,140
Sales and Use Taxes 630,178,563 674,235,802 725,523,596 795,575,768
011, Gas, and CoalTBl<es 162,919,498 210,157,778 230'124,520 489,231,373
Business and Other Taices 57,286,643 57,386,806 54,742,121 63,575,524
Licenses, Permits and Fees 99,655,471 122,528,304 116,236,397 123,469,151
Intergovernmental 1,060,896,574 1,079,689,531 ,,061,075,404 1,088,706,508
Sales and Services 39,036,704 45,603,895 41,134,852 49,459,036
Royalties and Rents 54,937,603 64,279,399 64,580,931 96,037.810
Fines and Forfeits 14,460,365 12,396,632 14,834,336 10,903,234
Interest and Investment Income 69,224,302 82,674,439 147,584,215 (1,522,383)
Tobacco Settlement 23,326,753 21,348,506 29,215,336 36,478,816
Commodity Assessments 10,820,676 12.673,677 13,801,240 18,152.847
Miscellaneous 5,728,587 6,115,395 10,327,474 10,178,935

Total Revenues 2.548.334,002 2,798,781.269 2,952,396,182 3,229,423,759

Expenditures   
Current 

General Government 84.287,121 92,726,091 94,139,748 93,444.373
Education 478,725,082 489,130,108 506,528,869 536,359,840
Health and Human Services 822,941,681 843,779,436 873,992,858 956,031,462
Regulatory 15,364,493 16,039,593 16,987,513 19,696,747
Publt'e Safety a.nd Corrections 128.185,075 139,043,860 129,458,229 127,347,181
Agriculture and Commerce 55,747,507 54,658,099 58,249,503 67,675,838
Natural Resources 49,843,758 55,557,993 52,990,134 58,128,187
Transportation 234,262,747 342,590,896 290,317,792 283,717,240

Intergovernmental Revenue Sharing 157,867,895 171.942,576 181.498,302 224,406,911
Capital Outlay 156,323,725 121,433,926 143,672,671 139,215,060
Debt Service: 

Principal 9,586,080 11,235,110 10,215,343 16,215,727
Interest and Other Charges 7.836.683 11799.333 13,341,252 13264 977

Total Expenditures 2,200,971,847 2,349,937,021 2,371,392,214 2,535,503,543

Revenue over (under) Expenditures 347,362,155 448,844,248 581,003,968 693,920,216

Other Financing Sources (Uses)   
Bonds and NotesIssued 69,013,223 115,130.668 1,828,225 1,426,000
Refunding Bonds Issued 21,630,000 10,516,000 23,775,068 
Payment to Refund Bond Escrow Agent (22,281.509) (10,388.000) (24,588,016) 
Payment of Refunded Bonds 
Capital ease Acquisitions 5,211,980 1,946,086 202,754 370,888
Sale of CapitalAssets 1,313,753 1,248,797 230.528 1,052,750
Other 
Transfers In 303,157,108 195,454,840 241,687,946 302,2.21,706
Transfers Out (474,082,423) (410,543,412) (408,804,848) (556,869.970)

Total Other Flnancfng Sources (Uses) (96,037,888) (96,635,021) (165,668,345) (251,798,626)

Net Changes In Fund Balances $ 251,324,267 s 352¢ 09,227 $ 415,335,623 $ 442,121,590   

 
Debt Service as a Percentage of NoncapltalExpenditures <1% <1% <1% <1% 
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2009 2010 2011 2012 2013 2014 

 

 

$ 505,011,491 $ 380,068,970 s 602,185,856 s 643,107,392 $ 845,590,604 $ 736,426,799 
857,400,779 883,265,443 1,120,803,578 1,542,807,423 1,652,264,305 ,,747,358,775
428,629,782 633,497,612 1,058,519,977 1,670,529,100 2,518,629,175 3,336,441,100

61,017,632 62,344,622 70,417,133 72,084,077 80,514,313 85,216,692
133,219,868 143,516,524 154,090,944 183,303,744 191,268,529 205,896,279

1,252,165,449 1,692,074,692 1,610,019,463 1,753,469,275 1,428.170.719 1,433.023,985
48,871,700 47,993,528 53,599,656 51,864,186 51,333,672 54,206,137

125,251,686 407,051,277 328,289,031 392,165,022 389,989,643 474,293.031
15,774,414 13,282,502 16,213,841 18,151,711 23.770,098 23,022.332

(110,353,157) 181,825,499 270,760,984 74,621,630 250.3831144 515.486.326
39,327.032 32,839,602 30,453,643 31,277,903 31,344,429 33,896,173
16,502,864 19,558,592 23,111,279 19,710,327 28,572.996 24,788,270
5,863,644 11,870,275 7,622,389 25,651,998 56,131,404 37,337,036

    3,378,683,184    4,509,189,138 5,346,087,774 6.478,743,788 7,547,963,031 8,707,392,935

 
 

165,062,399 118,135,852 174,560,163 193,919,196 316,117,619 391,604,389
S64,579,714 849,104,680 830,379,618 842,666,213 874,348,965 1,073,921,730

1,002,699,816 1,147,503,138 1,240,684,657 1,267,415,392 1,316,596,317 1,430.474,509
22,284,389 22,114,812 :15,371,933 30,249,484 35,368,070 47.317,516

187,059,227 276,719,107 233,108,649 292,979,177 199,319,379 230,055,951
67,987,832 85,141,016 97,880,158 91,516,274 92,435,869 95,791 ,431
58,433,165 73,359,931 110,413,413 123,117,235 105,696,650 107,874,535

353,240,413 425,930,371 430,542.156 753,087,144 550,383,353 1,015,136,123
253,363,580 273,118,311 326,572,267 415,775,866 570,905,886 887,469,331
113,679,585 155,148.376 233,071,350 358,083,597 428,030,196 250,938,968

20,207,193 30,513,501 16,869,266 18.282,996 17,421,039 18,094,333
12.280,656 12,318,072 10,659,235 9,736,260 8,744 962 7999_,247

2,821,077.969 3,469,107,167 3,730,012,865 4,396,828,834 4,515,368,305 5,556,678,063

557,605,215 1.Q40,081,971 1,616,074,909 2,081,914,954 3,032,594,726 3,150,714,872

 

3,005,000  2,575,000  
  5,337,000 20,004,000

  (4.940,000) (25,041,000)
88,245 166,951 1,402,326 147,344 282,,145 52,526
86,625 471,890 539,837 284,974 641,170  336,557

278.233.887 474,985,111 566,165.036 1.162,122.470 398,824,628 104,808,196
(507,501,746) !825,481.779) (001,469,432) (1,530,199,911l (808,397,373) (528,711,650)

!226,087 .989) !349,857 ,827) (360.390,233) (372.682,123) (408,649.430)  (423,514,371)

$ 331,517,226     $        690,224,144     s 1,255,684,676 $  1,709,232,631      $  2,623,945,296    s   2,727,200,50 1

 

<1% <1% <1% <1% <1% <1% 
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Schedule 5 
Taxable Sales byIndustry 
Last Ten Calendar Years 

 
 

Calendar Year 
2004 2005 2006 2007 

 

Mining and Oil Extraction $ 97,973,056 $ 131,849,866 $ 191,615,942 $ 374,201,247 
Construction 240,018,916 294,678,543 352,454,828 401,485,208
Manufacturing 
Transportation,  Communications, 

341,688,027 494,987,751 543,692,333 589,463,741

And Public Utilities 790,441,560 915,437,434 954,523,004 442,079,107
Wholesale 1,455,025,213 1,446,044,209 1,912,369,604 1,844,174,252
Retail 4,221,825,146 3,677,485,817 3,892,914,208 4,128,221.158
Services 787,170,817 1,558,601,437 1,688,764,982 1,413,161,243
Accommoda tion and Food Service (1) 
Miscellaneous (1) 

 
66,126,921 

 
47,865,825 

 
47,955,072 

1,058,245,321

Total $8,000,269,656 $ 8,566,950,882 $  9,584,289,973 $ 10,251,031,277 
 
Effective Tax Rate 

 
4.84% 

 
4.92% 

 
4.95% 

 
4.95%

 

(1) lnfonnation was from SIC prior o 2007,when a switch was made to NAICS.There is no miscellaneous category under NAICS but 

there is an Accommodation and Food Service category, which was pulled from the SIC Services and Retail category. 

 
Source: ND State Tax Department 

 
 
 
 

Schedule 6 
Sales Tax Revenue Payers byIndustry 
Calendar Years 2004 and 2013 
(Dollars arein Millions) 

 
 

Calendar Year 2004 

  
Number 
of Fliers 

 
Percentage 

of Total 

 
Tax 

Llabili!l 

 
Percentage 

of Total 

Retail Trade 11,167 45.0% 218.64 62.0%
Wholesale Trade 3,698 14.9% 47.58 13.5%
Services 
Transportation, Communications, 

And Public Utilities 

6,653 
 

437 

26.8% 
 

1.8%

36.30 
 

21.39 

10.3%
 

6.1%
Manufacturing 868 3.5% 13.42 3.8%
Construction 1,455 5.9% 10.40 2.9%
Mlscella11eous 441 1.8% 3.22 0.9%
Mining and Oil Extraction 124 0.5% 1.98 0.6%

Total 24,843 100.0% 352.92 100.0%

Source: ND State Tax Department     



183 

Statistical Section 
 

 

 
 
 
 
 
 
 

Calendar Year 
 

2008 2009 2010 2011 2012 2013 
 

$ 951,773,654  $ 704,397,852  $   1,491,748,626  $ 3,609,963,576  $  5,117,138,306  $ 4,374,052,860 
452,093,539 429,559,387 494,291,922 702,237,062 1,073,180,098 985,079,023
697,482,110  649,627,740  711,340,542  995,535,882  1,270,236,581  1,334,723,444

654,070,303  489,144,528  390,215,115  577,280,642  652,478,635  569,453,738
2,645,755,217 2,413,689,772 3,367,800,790 4,394,667,162 5,987,059,129 6,434,467,781
4,366,831,911 4,334,670,425 4,686,288,902 5,448,304,958 6,348,806,735 6,569,146,675
1,479,230,174 1,542,498,356 1,724,349,874 2,490,644,719 3,135,679,592 3,441,014,994
1,149,837,849  1,179,623,344  1,271,280,053  1,471,737,060  1,706,097,731  1,756,625,375

 
$ 12,397,074,757 

  
$11,743,211,404 

  
$ 14,137,315,824

  
$ 19,690,371,061

  
$ 25,290,676,807 

  
$ 25,464,563,890

 

4.97% 4.97% 4.98% 4.86% 5.08% 5.08% 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Calendar Year 2013 

 
Number 

  of Filers   

 
Percentage 

of Total 

 
Tax 

Liablllt 

 
Percentage 

of Total 

11,276 36.2% 392.51 30.3%
5,139 16.5% 318.51 24.6%
8,242 26.4% 189.94 14.7%

505 1.6% 28.47 2.2%
2,489 8.0% 66.74 5.2%
2,516 8.1% 49.25 3.8%

408 1.3% 29.46 2.3%
616 2.0% 218.70 16.9%

31,191 100.0% 1,293.58 100.0%
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Schedule 7 
Ratios of Outstanding Debt by Type 
Last Ten Fiscal Years 
{dollars in thousands) 

 
 

 

2005 2006 2007 2008 
 

Governmental Activities 
Revenue bonds $ 204,240 $ 287,016 $ 277,932 $ 265,665 
Capital leases 5,941 6,361 5,418 5,236 
Notes Payable  5,613 3 2,314 32,384 35,726   

Total Governmental Activities  215,794 3 25,691 315,734 3 06,627   
 

Business-type Activities 
Revenue bonds 887,350 1,038,233 1.073,545 1,197,845 
Capital leases 38,746 45,088 46,131 50,046 
Notes payable  445,080 283,509 263,820 250,645   

Total Business-Type Activities 1,371,176 1,366,830 1.383,496 1,498,536 
 

 

Total Primary Government $ 1,586,970 $ 1,692,521 $ 1,699,230 $ 1,805,163 
 

Debt as a Percentage of PersonalIncome 1 
8.5% 8.4% 8.1% 8.1% 

Amount of Debt per Capita 1 $ 2,492 $ 2,661 $ 2,666 $ 2,822 

 
 

1 These ratios are calculated using personal Income and population for the priorcalendar year. See Schedule 1O for personal income and population data. 

Details regarding the state'sdebt can be found in Note J..K of the financial statements. 
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Fiscal Year 
 

2009 2010 2011 2012 2013 2014 
 
 

$ 251,526 $ 232,102 $ 219,221 $ 197,021 $ 180,757 $ 163,031 
4,056 2,842 2,964 1,928 1,068 667 

 

  26,523     19.493     8,563 7,428 6,211     4,980
282,105 254,437 230,748 206,377 188,036 168,678

 
 

1,051,542 

 
 

1,301,368 

 
 

1,193,816

 
 

1.069,257

 
 

919,506 

 
 

901,527
68,097 72,461 75.649 73,211 61,796 44,774

  318,847     412.095     403.509  481,735 415,856     484,763
  1,438,486     1,785,924     1,672,974   1,624.203  1,397,158     1,431,064

$ 1,720,591 $ 2,040,361 $ 1,903,722 $ 1,830,580 $ 1,585,194 $ 1,599,742

 
6.8% 

 
8.1% 

 
6.6%

 
6.3%

 
5.5% 

 
5.5%

$ 2,682 $ 3,181 $ 2,822 $ 2,714 $ 2,350 $ 2,372
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Schedule 8 
Pledged-Revenue  Coverage 
Last Ten FiscalYears 

 
 Less: Net   Debt Service R!9ulrements  
Fiscal Gross Operating Available
Year Revenues Expenses Revenues Covera!I!! 

BUILDING AUTHORITY BONDS 
 

2005 s 9,468,000 s $ 9,468,000 $ 5,618,000 $ 3,985,000 0.99 
2006 10,650,000 10,650,000 6,711.000 5,270,000 0.89 
2007 10.479,000 10.479,000 6,649,000 5,541,000 0.86 
2008 11,303,000 11,303,000 8,161,000 4,770,000 0.87 
2009 12,827,000 12,827.000 8,103.000 4,309,000 1.03 
2010 11,028,000 11,026,000 10,360,000 4,005,000 0.77 
2011 9,570,000 9,570,000 6,243,000 3,856,000 0.97 
2012 11,298,000 11,298,000 7,106,000 3,211,000 1.10 
2013 8,394 ,000 8.394.000 S,806.000 2,855,000 0.99 
2014 9,176,000 9,176,000 6,825,000 2,336,000 1.00 

Pledged revenues Include fntarest and lease payments. 
 

WATER COMMISSION BONDS 
 

2005 $ 4,894,238 s $ 4,894,238 $ 2,472,910   s 3,482,849 0.82 
2006 5,608,843 5,608,843 1,420,800 3,881,643 1.06 
2007 7,192,923 7,192,923 1,813,098 4,999,564 1.06 
2008 7,623,880 7,623,880 1,485,000 4,717,867 1.23 
2009 9,526,211 9,526,211 4,859,000 4,863,040 0.98 
2010 9,658,200 9,658..200 5,055,000 4,685,748 0.99 
2011 9,425,473 9,425,473 5,227,642 4,645,491 0.95 
2012 9,761,020 9,761,020 5,541,961 4,372,017 0.98 
2013 9,863,576 9,863,578 5,760.272 4,142,814 1.00 
2014 16,615.188 16.615.188 5,990,528 3,911,439 1.68 

Pledged revenues lnlcude user fees,interest. and Tobacco SetJfemant funds. 
 

LIGNITE RESEARCHBONDS (3} 
 

2005 $ 1,089,157 s $ 1,089,157 $ 950,000   s 138,998 1.00 
2006 1,079,038 1,079,038 1,910,000 53,503 0.55 
2007 

Pledged revenues lnc/ud11 interest and royalties. 
 

INFORMATIONTECHNOLOGY BONDS (1) 
 

2005 $ 31,226.224 s 28,388,559 s 2,839,665 $ $ 248,790 11.41 
2006 34,555,908 34,557,209 (1,301) 549,000 307,769 0.00 
2007 38,270,735 32,009,593 6,261,142 568,400 213,506 8,01 
2008 40,706,890 38,728,841 1,978,049 590,150 192,203 2.53 
2009 45,225,141 39,036,294 6,188,847 6,613,350 935,850 0.62 
2010 48,633,238 38,453,612 10,179,826 1,716,372 790,686 4.06 
2011 49,841,497 41,956,029 7,885,468 10,537,178 324,831 0.73 
2012 53,268,445 47,300,345 5,968,100 694,550 89,028 7.62 
2013 58,427,069 52,478,918 5,948,151 736,600 39,805 7.66 
2014 60,619,327 53,925.234 6,694,093 711,950 14,239 9.22 

Pledg11d rev11nu11s Include user fe11s.. 
 

DEPARTMENT OF TRANSPORTATION  BONDS (1) 
 

2006 $ 1,717,002 $ s 1,717,002 $ s 2,144,269 0.80 
2007 1,501,502 1,501,502 161,125 2,001,689 0.69 
2008 5,723,177 5,723,177 3,160.000 2,162,804 1.08 
2009 5,379,338 5,379,338 3,255,000 2,067,750 1.01 
2010 5,750,480 5,750.480 3,355.000 2,397,783 1.00 
2011 5,271,363 5,271,363 3,465,000 1,854,138 0.99 
2012 5,345,315 5,345,315 3,595,000 1,726,615 1.00 
2013 5,344,822 5,344,822 3,72S,OOO 1.597,010 1.00 
2014 5,320.012 5,320,012 3,865.000 1,-451,535 1.00 

Pledged reV11nu11S Include Interest and fedtNal (lntergov11mm11n181revenu11s and lranfflrS from fund 002), 
highway fund appropriations, and transfers from Highway fund (200). 
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Coverall!! 
 

 

STUDEHT LOAH TRUST 
 

2005 s 13,455,000 s 5.309,000 $ 8,146,000 $ s 2,998.000 2.72 
2006 13,641,000 4,759,000 8,882,000 5,010,000 1.77 
2007 9,194,000 2,296,000 6,898,000 3,917,000 1.76 
2008 7,192,000 1.367,000 5,825,000 8,900,000 3,790,000 0.46 
2009 2.714,000 1,492,000 1,222,000 59,400,000 929,000 0.02 
2010 1,630,000 925,000 705,000 1,000,000 535,000 0.46 
2011 1,406,000 923,000 483,000 9,000,000 268,000 0.05 
2012 1,188,000 770,000 398,000 2,000,000 39,000 0.20 
2013 976,000 858,000 318,000 2,200,000 24,000 0.14 
2014 868,000 559,000 309,000 9,000 34.33 

P/11dged rev11nuo6 /ncludo federel revenues, end loan end Investment lntorest. 
 

HOUSING F NANCE AGENCY 
 

2005 s 51,152,000 s 18,048,000 s 33,104,000 $ 120,539,000  s 27,859,000 0.22 
2006 51,472,000 20,736,000 30,736,000 98,501,000 25.839,000 0.25 
2007 58,632,000 26,868,000 31,764,000 133,527.000 31,809,000 0.19 
2008 67,393,000 34,498,000 32,895,000 8,969,000 37,373,000 0.71 
2009 67,073,021 35,458,000 31,615,021 254,020.000 40,733,000 0.11 
2010 72,564,000 26,958,000 45,606,000 354,181,000 37,499,000 0.12 
2011 74,163,000 46,020,000 28,143,000 247,099,000 36,352,000 0.10 
2012 62,366,855 42,874,000 19,512,655 246,535,000 36,562,000 0.07 
2013 55,452,870 36,480,000 18,972,670 209,0.C5,000 29,902,000 0.08 
2014 48,261,366 28,677,687 19,583,679 189,830.000 22.360,000 0.09 

Pl8dg8d revenues Include in«Hn11and ptoceeds from mortgage loan activity. 
 

STATE FAIR ASSOCIATION (2) 
 

2005 s 4,415,435 s 3,847,415 $ 568.020 s 205.000   s 71,766 2.05 
2006 4,712,097 4,089,305 622,792 205,000 64,231 2.31 

P111dgedrevenues Include state appropriations and Stele far net revenue. 
 
 

UNIVERSITY SYSTE.M 
 

2005 $ 490,990,656 s 655,641,086 s (164,650,430) $    12,506,875   s 7,344,029 (8.29) 
2006 539,484,282 650,271,318 (110,787,036) 15.717,500 9,532,667 (4.39) 
2007 557,498,821 665,012,168 (107,513,347) 29,385,066 12,325,677 (2.58) 
2008 577,333,810 720,525,986 (143,192,176) 10,771.860 12,946,879 (6.04) 
2009 615,327,588 768,207,013 (152,879,425) 31,757,764 13,848,295 (3.35) 
2010 663.347.234 823,053,516 (159,706,282) 25,067,090 12,968,810 (4.20) 
2011 777,992,712 937,263,706 (159,260,994) 19,435,268 14,390,104 (4.71) 
2012 708,136,180 979.701,772 (271,565,592) 27,187,887 15,553,703 (6.35) 
2013 729,800,506 1,012,017,963 (282,217,457) 43,206,702 12,842,418 (5.04) 
2014 750,780,897 1,051,848,696 (301,087,799) 42,458,545 11.650,094 (5.56) 

Pledged revenues Include student fees. euxN/ary revenues, end debt service grents. 
 
 
 
 
 
 
 
 
 

(1) Frst year reported is first year Agency held bonds. 
(2) lnfonnation presented for ttle Fiscel Year Ended September 30. 
(3) The bonds were redeemed during 2007 and the fund no longer exists. 

NOTE:   Gross revenues lnctude nonoperaling interest income. Operating expenses do not lncklde bond Interest ordepreciation 
expenses. 

 less: Net Debt Service R!!51ulrements

Fiscal 
Year 

Gross 
Revenues 

Operating 
Enses 

Available 
Revenues  
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Schedule 9 
Legal Debt Limit 
Fiscal Year Ending June 30, 2014 

 
 

The state mayissue or guarantee the payment of bonds,provided that all bonds in excess of two million dollars shall 
be secured by first mortgage upon real estate in amounts not to exceed sixty-five percent of its value; or upon real 
and personal property of state-owned utilities,enterprises, or industries,in amounts not exceeding its value, and 
provided further, that the state shall not issue or guarantee bonds upon property of state-owned utilities, enterprises, 
or industries in excess of ten million dollars. 

 
No further indebtedness shall be incurred by the state unless evidenced by a bond issue, which shall be authorized 
by law for certain purposes, to be clearly defined.Every law authorizing a bond issue shall provide for levying an 
annual tax, or make other provision, sufficient to pay the interest semiannually, and the principal within thirty years 
from the date of the issue of such bonds and shall specially appropriate the proceeds of such tax, or of such other 
provisions to the payment of said principal and interest, and such appropriation shall not be repealed nor the tax or 
other provisions discontinued until such debt, both principal and interest,shall have been paid. No debt in excess of 
the limit named herein shall be incurred except for the purpose of repelling invasion,suppressi ng insurrection, 
defending the state in time of war or to provide for the public defense in case of threatened hostilities. 

 
The State is in compliance with the Legal Debt Margin. 

 

 
Source: North Dakota Constitution,Art .X, Section 13. 

 
 

The State of North Dakota has had no General Obligation Bonded Debt since Fiscal Year 1998. No Schedule of 
Ratios of General Bonded Debt is being presented. 
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Schedule 10 
Demographic and EconomicIndicators 
Last Ten Calendar Years 

 
 
 
 

 
 
 

  Year   

 
 
 

Poeulation {al 

Total 
Personal 

Income (b) 
{OOO's} 

 

Per Capita 
Personal 

Income {bl 

 
ND 

Unemployment 
Rate {cl 

Annual 
Average 

UICovered 
Emetoent {d}

2004 644,705 19,221,957 29,815 3.5% 321,108
2005 646,089 20,400,591 31,576 3.4% 328,121
2006 649,422 21,334,131 32.851 3.2% 335,718.
2007 652,822 23,584,383 36,127 3.1% 341,705
2008 657,569 26,881,499 40,880 3.1% 350,442:
2009 664,968 26,601,995 4,005 4.1% 349,561
2010 672,591 29,153,772 43,232 3.8% 358,674
2011 684,867 32,332,079 47,218 3.4% 379,433
2012 701,345 38,389,622 54,871 3.0% 411,710
2013 723,393 41.293,966 57,084 2.9% 427,109

 
Source: 

 
 
(a) Census Bureau 

(b) Bureau of Economic Analysis 

(c) Local Area Unemployment Statistics program 

(d) Quarterly Census of Employment and Wages program 
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Schedule 11 
Principal Employers 

 
 

North Dakota Century Code 52-01-02 and 52-01-03 prohibits Job Service North Dakota from disclosing information provided o them by 

employers, including the employer name and number of employees,unless authorized by the employer. Sufficient permission has not 

been received to allow for presentation of this schedule. 

 
The following schedule is being presented as an alternative to the principal employer schedule: 

 
Schedule  12 
Employment by Industry 
Current Year and Ten Years Ago 

 
 
 
 

 
Industry 

  2013   

Percent of 

Total Nonagricultural 

Number of Wage and Salary 

  Emeloes Rank Emeloent  

  2004  

Percent of 

Total Nonagricultural

Number ot Wage and Salary 

Emeloes Rank Emeloent 
Government 80,000 18.00% 74,600 1 22.08%
Educational and Health Services 58,900 2 13.25% 48,350 2 14.31%

Retail Trade 49,200 3 11.07% 41,300 3 12.23%

Leisure and Hospitality 39,300 4 8.84% 30,750 4 9.10%

Professional and Business Services 34,200 5 7.70% 24,500 6 7.25%

Construction 32,400 6 7.29% 17,200 9 5.09%

Wholesale Trade 26,600 7 5.99% 18,400 8 5.45%

Natural Resources and Mining 26,200 8 5.90% 3,550 13 1.05%

Transportation, Warehousing and Utilities 26,100 9 5.87% 13,200 11 3.91%

Manufacturing 25,500 10 5.74% 24,600 5 7.28%

Financial Activities 22,900 11 5.15% 18.600 7 5.51%

Other Services 16,300 12 3.67% 15,050 10 4.46%

Information   6, 800 13 1 . 53%   7, 700 1 2 2.28% 

  Total  444,400  100%  337,800 

 100% 

 
Source: Job Service North Dakota; Current Employment Statistics Program. 



191 

STATE OF NORTH DAKOTA Statistical  Section 
 

 
Schedule 13 
Education  Enrollment 
Last Ten Academic Years 

 
 

Public School Enrollment 
 

 
2005-06 2Q1.Q:11. ID.1:.11 2012-13 2Q1li4 2014-15 

 

Kindergarten 6,578 6,648 6,661 7,197 6,442 7,446 8,236 8,575 8,822 9,033

Grades 1-3 20.736 20,358 20.126 20.030 20,594 21,592 22.229 23,796 24,859 25,960

Grades 4-6 21,390 21,060 20,951 20,847 20,429 20,788 20,932 22,008 22,810 23,751

Grades 7-8 15,864 15,333 14,759 14,573 14,498 14,662 14,740 14,750 14,920 15,299

Grades 9-12 32,552 32.201 31,483 30,727 30.373 30,241 29,641 30,063 30,245 30,235

Total Enrollment 97,120 95,600 93,980 93,374 92,336 94,729 95,778 99,192 101,650 104,278

Special Education Students 13,883 13.825 13.606 13.278 13.261 13,HO 13,123 13,268 13,399 NA

 

Source: Department of Public Instruction 
 
 
 
 
 
 

University System Full-Time Equivalent Student Enrollment 
 

  
2005-06 

 
2006-07 

 
2007-08   

2009-1.0 
 

2010-11 
 

2011-12 
 

2012-13   
201.4-15

Bismarck State College 2,602 2,651 2,793 2,937 3,160 3,208 3,209 2,990 2,955 2,909
Dakota College at Bottineau 386 399 401 440 490 540 524 474 502 518
Dickinson State University 2,031 2,059 2,158 2,294 2,187 2,054 1,959 1,454 1,201 1,176
Lake Region State College 738 750 764 784 868 921 988 973 943 978
Mayville.State University 722 652 586 563 662 704 704 759 749 798
Minot State University 3,063 2,928 2,729 2,720 2,832 3,002 2,795 2,731 2,710 2,600
ND State College Of Science 2.223 2.171 2.097 2,041 2,076 2,217 2,366 2,354 2.295 2,272
North Dakota State Unlversey 10,752 10,890 11,221 11,794 12,577 12,708 12,606 12,707 12,797 12,934
University of North Dakota 11,531 11,381 10,967 11.137 11,306 12,018 12,319 12,728 12,606 12,420
Valley City State University 899 844 807 823 833 957 1.011 995 975 990
Williston State College 702 648 551 562 573 570 608 537 593 579

Total 35,649 35,373 35,074 36,095 37,564 38,899 39,089 38,702 38,326 38,174

 
 

Note: Full-Time Equivalent Enrollment is based upon student credit hours. 
InAugust 2006, the SBHE changed the definition of undergraduate FTEto 15 credit hours from 16, and first professional to 1for full-time students  
and 1/2 for part-time students. In order to provide a consistent basis for comparing enrollments to prior years. prior year FTE's have been recalculate 
based on the new definition, which is compatible with NationalIntegrated Post-Secondary Education Data System (IPEDS) reporting requirements. 

Source: North Dakota University System, Fall Enrollment Reports 
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Schedule 14 
State Employees by State Agency 
Last Ten Fiscal Years 

 
 

EXECUTIVE BRANCH 
2005 2006        2007      2008      2009 2010 2011 2012 2013 2014 

 

Adjutant General 132 158 169 171 174 174 172 174 178 177
Aeronautics Commission 5 5 5 5 5 6 6 6 6 6
Bank of North Dakota 169 167 181 179 179 177 177 177 177 180
Baney Council 2 2 5 6 6 6 5 5 5 5
Beef Commission 2 2 2 2 2 2 2 2 2 2
Career and Technical Education 26 25 33 33 34 34 34 34 34 34
Com Council 2 1' 2 2 3 3 3 4 5 6
Councilon the Arts 4 5 5 5 5 5 5 5 5 5
Department of Agriculture 54 58 64 67 68 72 75 76 76 77
Department of Commerce 54 56 67 68 68 68 68 68 68 70
Department of Corrections and Rehabilitation 602 627 664 681 703 704 705 739 812 813
Department of Emergency Services 19 53 54 56 57 60 65 64 68 70
Department of Flnancial Institutions 23 24 26 26 26 29 29 29 29 29
Department of Human Services 1.946 1,938 2.133 2.297 2,275 2,222 2.232 2.201 2,201 2.203
Department of Public Instruction 88 89 95 95 98 99 101 99 99 99
Department of Transportation 1,014 1,021 1,054 1,061 1,056 1,057 1,066 1,066 1,081 1,084
Department of Trust Lands 17 17 21 21 20 21 23 26 28 31
Game and Fish Department 139 139 154 154 156 20 157 157 158 158
Highway Patrol 171 176 186 193 193 194 194 198 198 213
Historical Society 56 56 58 61 63 63 63 66 73 72
Indian Affairs Commission 3 3 3 4 4 4 4 4 5 5
Industrial Commission 46 46 53 55 58 60 68 73 93 93
Information Technology Department 244 240 313 316 338 339 341 335 326 341
Job Service North Dakota 333 286 352 309 309 3og 309 309 252 239
Mli k Manceting Board 4 4 6 6 6 6 6 6 6 6
ND Department of Health 295 292 324 335 343 346 341 345 352 354
ND Horse Racing Commission 0 2 2 2 2 2 2 2 2 2
ND Housing Finance Agency 40 37 38 43 42 46 46 46 46 46
ND Mill and Elevator Assoc ation 117 121 127 125 126 130 131 130 131 134
ND Vision Services/School for the Blind 26 26 30 30 32 32 33 33 33 33
North Dakota University System 7,543 7,336 6,015 7,171 7,261 7,579 7,775 7,756 7,763 7,904
Office of Adm1nistrative Hearings 6 7 7 7 7 7 7 7 7 5
Office of Management and Budget 129 120 133 133 133 133 135 134 134 134



193 

STATE OF NORTH DAKOTA Statistical Section 
 

 
 
 
 

 
 

EXECUTIVE BRANCH,Continued 
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

 

Office of the Attorney General 164 174 1n 185 188 202 202 205 214 217 
Office of the Governor 18 16 18 18 18 18 18 18 18 18 
Office of the Insurance Commissioner 40 40 46 46 46 46 45 49 49 49 
Office of the Labor Commissioner 10 10 12 11 12 12 12 12 13 13 
Office of the State Auditor 50 53 56 56 56 56 56 56 55 55 
Office of the State Tax Commissioner 125 123 133 133 133 133 133 133 134 134 
Office of the State Treasurer 6 5 7 7 7 7 7 8 8 8 
Oiseed Council 1 1 1 1 1 1 1 1 1 1 
Pari<s and Recreation Department 44 42 50 49 49 52 53 53 53 55 
Protection and Advocacy 24 24 25 27 28 28 29 29 29 28 
Public Employees Retirement System 27 28 33 33 33 33 33 33 33 33 
Public Service Commiss on 41 39 43 44 44 45 46 43 44 44 
Retirement and Investment Office 17 16 17 17 17 17 18 18 18 19 
School for the Deaf 50 49 49 44 44 50 50 50 50 50 
Secretary of State 26 26 27 27 28 28 28 31 31 31 
Securities Department 8 8 9 9 9 9 9 9 9 9 
Seed Department 23 22 32 31 30 30 30 30 30 30 
Soybean Council 3 3 5 5 5 5 5 6 7 7 
State Fair Association 15 15 24 26 26 28 27 27 27 28 
State Library 29 28 30 30 30 30 30 30 30 30 
State Radio 28 0 0 0 0 0 0 0 0 0 
Veteran's Affairs Department 6 6 6 7 7 7 7 8 8 8 
Veterans Home 82 86 88 92 98 98 116 114 117 118 
Water Commission n 77 84 84 84 86 87 87 88 90 
Wheat Commission 6 5 8 8 8 8 8 8 8 8 
Wori<force Safety and Insurance 219 216 239 239 240 241 251 251 254 256 

LEGISLATIVE BRANCH 
Legislative Council 31 31 33 33 33 34 34 34 34 36 

JUDICIAL BRANCH 
Judiciary Branch 323 339 352 367 368 372 342 344 362 363 

 
 

TotalState  Employees 14,806 14,623 13,985 15,348 15,494 15,685 16,052 16,062 1s,1n 16,368 
 
 
 
 
 

NOTE: Fulltime employees are reported as of fiscal year end. ND University System employees based on annual budgets. 
Certainagencies have been reorganized, eliminated or created over the fiscal years resulting in fluctuations. 
Agencies are being displayed based on the organizational structure of the State. 

 
Sources: Office of Management and Budget, ND University System, Bank of North Dakota.Mill and Elevator, Housing Finance Agency 
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Schedule 15 
OperatingIndicators by Function 
Last Ten FiscalYears 

 
 
 

Gener•• Gowmment 
omce of the Tu Commlulonor 

2005 2006 2007 2003 2009 2010 2011 2012 2013 2014 

Number of retul'!IS filed •le<:trn<llcalt\1 1 147.683 !66,733 186,329 203.279 222.254 2.42,792         289,367 319,759        352,150       383.906 
 
 

Dtp1rtment of Publlclrwtructlon 

Public Sdlool El\follmenl' 97,120 95,600 93,980 93,974 92,336 94,729 ss,ne 99,192      101,656    104,278 
Notlh DakoCa UnJvorslty.System 

Full Tme Equlv-.t Student Enrollment • .35.m 35,373 35,074 36.095 37.564 38,899 39,089 38,702 38.326 38.174 

Ht•I!!! tad Hum1 nSt"®ft 
North Dakob Department of H.lth 

 

Number of Autopsies Perf°""ed n NO ' 221 240 237 274 il05 300 323 367 365 NA
Air OualilY·Percent of Facllltieo n CompllGMe ' 100 100 98 99 99 99 100 99 99 Nf\
Pub leWe!.ar S1$1em:> •Percent of Fac iiUes In Compliance ' 92 94 95 95 95 96 95 96 96 NA

Department of Human Services 
Number of TANF Caseloads 5.524 5,259 5.112 4.927 4.733 4,238 3,668 3,329 3,032 2.m
Numbe< of Medicala Recipients n.01e 77.799 75.470 75.732 n.637 84.529 88.618 90.453 91.382     105.539

B!lw!!1m 
Otftct of thelnourmc:e Commls-r 

 
P 

 

 
Publlc Stf!ty •nd Correction! 

Dtp•rtment of COtrKtlons 1nd Reh•bllllatlon 
Avefll!IO Dally Adult PriscQ Popolallon • j,366 1.409 1,429 1.449 1.442 1.497 1,460 1.4n 1.553 NA 

Office of !ht Attorney Gtnerot-Burtt.u of rwest(gallons 
 

CriminalC3SeS Opened' 319 351 299 369 389 410 366 422 355 NA
Drug Cases Opened ' 563 472 425 380 372 447 421 375 403 NA

Ofllco of the Attorney GeneroJ.Crlmt Laborotory 
TOllicotogy Ak:ol>ol lllood "lld BreathAna!1$es '  

6,378
 

1),517
 

6,915
 

6.001
 

6,883
 

7,576 
 

7,583  
7,918

 
7,421

 
NA

MethamPhel<lmlne/Amphlllamtne Samples Pn:icessod' 2,779 1,552 1,009 636 830 979 745 1.211 1,743 NA

Office of the Adjutant Generol 
Assigned Natkloal Guard • .043 4.243 4,211 4.262 4,299 4,349 4.375 4,363 4.210 4,167

Mrteuburt tnd commerce 
Department of Agnculturs 

 

O 

 
 

N1  tvrol Buo!!!ctt 
 

Gome and Fish Dtp.artment 
Reglswed Boats '  

44.499
 

49,641
 

53.519
 

46.067
 

51.609
 

56.128  
47.527  

62,799
 

69,381
 

NA
Hunting and Fishing LicensesIssued 314,465 332.644 324.nO 330.524 319,414 326.333 330.833 321,086 359,734 NA

Department of Parb end Recr.tlon 
P811< VISllalions ' 923.181 940,113 898.235 889.231 1,055,930 1.057.922 1,099.714 1.191A83 1.067,054 NA
Camping Night!> ' 48.599 51,945 52,904 51,529 58,984 50,749 55,018 67,425 66,533 NA
Snowmot>Ue ReglstraUons.' 2,223 14,198 11,322 3,845 11,421 5,278 11,872 3,354 11,763 NA

OHV ReglstraUons ' NA NA 9,200 18,237 9,118 16.335 10,841 1.862 12.198 NA

Tr•naportatJon 
 

Dtpartmefll of TroflSPOl'lallon 
Reg stered Vehicles •  

6'13.054
 

878,443
 

902.581
 

934.502
 

952,611)
 

945.282  
1t048,240  

1,063,203  
1.110.241

 
NA

Licensed Drivors 466,701 468,711 470,731 473,019 476,561 48.3,097 490,146 502,807 513,838 527.541

UntmPloyrntnt   ComRDnHVon    
Job Service Nortl! Dakota 

Number of Covere<I Wor1<.,.,, • 8.121 335,718 341,705 350,442 349,56·1 358,674 379,433 411,710 427,109 NA

Workforce S1f!tv 1nd lnsur1nce 
Number of Claims Aled 19.887 21.588 21.309 21.061 20,543 19,384 21.693 24.643 25.835 26.395

Number ol Covered Woilcer.I 311200 318,240 326.100 332, 170 340.915 340,117 348.743. 369.996 402.n1 418.234

NA·N<>I Avatlable 
' Calendar Yeat Recelvea 

'Academic Year Eod Enrollment 
'Academic Year Enrollment 
'StatJstiCs on a Calendar Year Basis 
• Natlonal Guard membef count Is at September 30 of each year 

 
S;TM State agencies listed above provided the statistics for li'elr agency 

UcensedInsurance Ag8111S ' 33.323 39.230 47.437 47.399 48,308 49.157 50,392. $2.417 65,241 61,142

ublic Service Commisaloo 
Weighing and Measuring Devices lnsj)llCled lJ,9« 12,414 13.183 11,476 11.395 10,465 10,673 7,437 .9,559 S,892

Weightsand Measures QualljyAssurance Inspections 0 0 0 0 0 0 0 0 0 166

Gas Pipeline SafetylnsJ*tions 54 68 65 61 67 67 61 53 83 127

Pounds of Pesllcldc Waste.Cc4lecled 129.994 172.791 170.817 215.521 206.021 215.594 189.996" 290.932. 248,354 310,754

tpertment of Commeree 
Net Job Growtl1 fton1 Nonferm EmplOyment ' 6,850 7,500 6.200 6,600 -600 9,300 20,600 32"100 15.300 NA
New Pvate Sector Businesses• 558 429 -324 395 .53 608 1.619 2,274 1.371 NA
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Schedule 16 
Capital Assets by Function 
Laat Ten Fiscal Years 

 
 
 

Genel'll Govemm1111 
Office of ll1111agement and Budget 

2005 2006 2007 2006 2009 2010 2011 2012 2013 2014 

Capllof Comple Buildings 7 7 7 7 7 7 7 7 7 
 
 

Dep811ment of Land 
Cqmmon Schools Trust 
Land Acrnage 635,574 632,408 632.248 632.248 597,426 632,393 631,940 631,921 631,939 631,997 

ND Unlvenlty Sy•tem 
 

Bulklfngs 527 516 516 5,6 516 522 522 512 512 528
Buildings Square Footage 13,491,510 13,491.510 13.491.510 14,003,445 14,003,445  14,700,708 14,700,708 15.019,252 15-019,252 15,852,457

HH!lh l!!i;! !111rnl!! li!!IX!lill 
Dept. of Hum.,., StfVlces 

Buildings 74 74 74. 74 74 74 74 74 64 63 

Pu!!ll ' m ix l!!s!   
2!I!!Cllmi1 Department of 
CO<TeC11001 
and R""lbllltatlon 

Buildings 71 71 71 71 72 72 72 72 69 71 

omce of the Adjutant General 
Headquarl91S,Camp and Annoiy  e:unciog: 551 567 475 475 341 282 282 283 266 2BO 

Natural Rn ourcu 
 

Game and Fl1h Department 
Wlldllfe Managem9!11Areas  

185  

186
 

186
 

186
 

189
 

192
 

199  

201  

201 204
Boats, AlVs, Snowmobiles, TractO<S,Oth• 364 393 397 417 425 429 443 446 463 462

Dept. of Parb and Recreation 
Park/Recreatlonal Sites 

 

15 
 

15

 

15

 

15

 

15

 

15

 

15 
 

15 
 

15

 

15
Par1< Malntanenace Vehicles/E'quipment 207 222 230 235 255 255 262 291 304 305

iran1pottat!on 
Depat1ment of Transportation 

Lane Mies MafnJained 8,450 8,469 6,479 8,511 8,515 8,517 8,518 8,504 8,509 8,509 
Fleet Veh cles 3,137 3.220 3,316 3.307 3,273 3A93 3,564 3.567 3,600 3.652 
Heavy EQulPment 552 527 359 340 341 463 471 500 434 441 
Buldings n n 79 80 81 65 94 123 126 142 

NA-Not Available 

oSources:The State a,gerieies listed above provlde<l !tiedata for ttiefr agency 
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Schedule 17 
Claims Development Information 
Last Ten Fiscal Years 

 
 

Thefollowing tables illustrate how the individual funds' earned revenues and investment income compare to related 
costs of loss and other expenses assumed by the funds as of the end of each of the last ten years. The rows of the 
tables are defined as follows: (1) This line shows the total of each fiscal year's earned contribution revenues and 
investment revenues.(2) This line shows each fiscal year's other operation costs of thefund includingoverhead and 
claims expense not allocable to individual claims. (3) This line shows the funds' incurred claims and allocated claim 
adjustment expense (both paidand accrued) as originally reported at the end of the first year in which the event that 
triggered coverage under the contract occurred (called policy year). (4) This section of 10 columns shows the 
cumulative amounts paid as of the end of successive years for each policy year. (5) This section of 10 columns 
shows how each policy year's incurred claims increased or decreased as of the endof successive years.This annual 
re-estimation results from new information received regarding unknown claims, reevaluation of existing information 
on known claims, as well as emergence of new claims not previously known.(6) This line compares the latest re- 
estimated incurredclaims amount to the amount originally established (line 3) and shows whether this latest estimate 
of claims cost is greater or less than originally thought. As data for Individual policy years mature, the correlation 
between original estimates and re-estimated amounts is commonly used to evaluate the accuracy of incurredclaims 
currently recognized in less mature policy years. The columns of the tables show data for successive policy years 
(expressed in thousands}. 
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Schedule 17 
Claims Development Information 
Last Ten Fiscal Years 
(Expressed In Thousands) 

 
 

Workforce Safety &Insurance 

 
 

 
 
 

1 Net Earned Required 

 
2005   

2007 
 
2008   

2010 
 

2011 
 

2012 
 
2013 

 
2014 

Contribution and 
Investment Revenues $ 193 $ 148 $ 221 $ 166 $ 48 $ 289 $ 357 $ 341 $ 443 $ 502

2 Unallocated Expenses 25 33 40 41 31 33 30 33 52 41

3 Estimated Incurred 
Claims and Expense, 
End Of Policy Year 

 
 

111 

 
 

105 

 
 

12.0

 
 

131

 
 

169

 
 

160

 
 

192 

 
 

230 

 
 

300

 
 

338

4 Paid (Cumulative) as of: 
 

End of Polley Year 22 21 21 27 32 31 39 44 53 65
One Year  ater 34 36 37 47 55 52 65 87 99
Two Years Later 39 41 43 54 63 60 76 102 
Three Years Later 42 46 47 58 70 65 85 
Four Years later 45 49 50 60 75 69
Five Years later 48 53 53 63 79
Six Years Later 50 55 55 66
Seven Years  ater 51 58 57
Eight Years later 53 59 
Nine Years Later 54          

5 Reestlmated Incurred           
Claims and Expenses: 
End of Policy Year 111 105 120 131 169 160 192 230 300 338
One Year Later 104 112 119 140 157 151 192 258 293
Two Years Later 100 113 120 133 153 195 193 344 
Three Years Later 101 116 110 129 150 193 187 
Four Years Later 101 110 108 126 148 142
Five Years Later 101 110 105 123 148
Six Years later 98 109 104 120
Seven Years later 97 108 102
Eight Years later 98 104 
Nine Years Later 94   

6Increase in Estimated  
Incurred Claims and 
Expense From End of 
Policy Year 

 
(16) 

 
0 

 
(18) 

 
(11) 

 
(21) 

 
(18) 14 

 
-7 

 
0
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Schedule 17 
Claims Development Information 
Last Ten Fiscal Years 
{Expressed In Thousands) 

 
 

Fire and Tornado Fund 

 
 

 
 
 

1 Net Earned Required 

 
2005 

 
2006 

 
2007 

 
2008 

 
2009 

 
2010 

 
2011 

 
2012 

 
2013 

 
2014 

Contribution and 
Investment Revenues 

 
$ 5,073 

 
$ 5,193

 
$ 6,934

 
$ 7,849

 
$  (492)

 
$ 8,099

 
$  4,709 

 
$  3,031 

 
$  4,103

 
$  5,388

2 Unallocated Expenses 552 986 847 979 819 1,344 1,340 849 768 915

3 Estimated Incurred           
Claims and Expense, 
End of Policy Year 1,693 2,698 1,249 10.588 2.363 3,386 4,663 1,162 1,501 998

 
4 Paid (Cumutative) as of:           

End of Policy Year 906 1,605 920 9,474 1,586 1,670 2,571 958 1,106 562
One Year Later 1,740 2,837 1.249 9,988 2,398 3,381 4,191 1,225 1,871
Two Years Later 1,911 2,837 1,249 9,989 2,499 3,569 4,360 1,318 
Three Years Later 1,911 2,837 1,249 9,989 2,516 3,569 4,492 
Four Years Later 1,911 2,837 1,249 9,989 2.516 3,569
Five Years Later 1,911 2,837 1,249 9,989 2.516
Six Years Later 1,911 2,837 1,249 9,989
Seven Years Later 1,911 2,837 1,249
Eight Years Later 1,911 2,837
Nine Years Later 1,911    

 

5 Reestimated Incurred 
Claims and Expenses: 
End of Policy Year 

 
 
 

1.693 

 
 
 

2,698

 
 
 

1,249

 
 
 

10,588

 
 
 

2,363

 
 
 

3,386

 
 
 

4663 

 
 
 

1,162 

 
 
 

1,501

 
 
 

998
One Year Later 1,810 2,841 1,249 {1,974 2,554 4,323 4502 1,550 2,009
Two Years Later 1,911 2,837 1,249 9,974 2,503 4,873 4528 1,549 
Three Years Later 1,911 2,837 1,249 {1,974 2,520 4,865 4520 
Four Yeats Later 1,911 2,837 1.249 9,974 2.520 4,864
Five Years Later 1,911 2,837 1,249 9,974 2,520  
Six Years Later 1,911 2,837 1,249 9,974
Seven Years Later 1,911 2,837 1,249
Eight Years Later 1,911 2,837
Nine Years Later 1,911  

 

6 Increase in Estimated  
Incurred Claims and 
Expense From End of 
Policy Year 

 
218 

 
139 

 
0 

 
(613) 

 
157 

 
1,478 

 
142 

 
388 

 
508 

 
0
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Schedule 17 
Claims Development Information 
Last Ten Fiscal Years 
(Exprened In Thousands) 

 

 
Bonding Fund 

 
 

 

 
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

 

1 Net Earned Required 
Contribution and 

 

Investment Revenues $   319 $   179 $   401 $ 22 $   157 $   214 $ 202 $ 195   $ 140 $ 133

2 Unallocated Expenses 53 51 57 37 25 34 25 28 22 33

3 Estimated Incurred           
Claims and Expense, 
End of Policy Year 64 392 173 (268) 128 49 22 4 -115 39

 
4 Paid (Cumulatlve) as of:           

End of Policy Year (226) (254) (328) (417) (61) (148) (179) (202) (157) (32,)
One Year Later (226) (254) (328) (417) (61) (148) (179) (202) (157)
Two Years Later (226) (254) (328) (417) (61) (148) (179) (202) 
Three Years Later (226) (254) (328) (417) (61) (148) (179) 
Four Years Later (226) (254) (328) (417) (61) (148)
Five Years Later (226) (254) (328) (417) (61)
Six Years Later (226) (254) (328) (417)
Seven Years Later (226) (254) (328)
Eight Years Later (226) (254)
Nine Years Later (226) 

 
5 Reestimated Incurred 

          
Claims and Expenses: 
End of Policy Year 64 392 173 (268) 128 49 22 4 (115) 39
One Year Later 64 392 173 (268) 128 49 22 4 (115)
Two Years Later 64 392 173 (268) 128 49 22 4 
Three Years Later 64 392 173 (268) 128 49 22 
Four Years Later 64 392 173 (268) 128 49
Five Years Later 64 392 173 (268) 128
Six Years Later 64 392 173 (268)
Seven Years Later 64 392 173
Eight Years Later 64 392
Nine Years Later 64          

6 Increase in Estimated 
Incurred Claims and 
E1<pense From End of 
Policy Year 0 0 0 0 0 0 0 0 0 0 
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Schedule 18 
Agricultural  Production 

 
 

Value of Export Shares of Agricultural Commodities ·2011·2012 
 

2011 2011 2012 2012 
Dollars 
(Mil.) 

     of U. . Dollars 
(Mil.) 

o/o of U.S. 

 

Wheat 1,634.0 14.67 1,111.0 13.62 
Soybeans and Products 818.1 7.86 1,261.0 8.58 
Vegetables Fresh and Processed 128.0 4.40 181.2 3.37 
Grain Products 206.1 3.80 245.7 4.16 
Vegtable Oils 217.7 5.42 231.1 5.55 
Feeds and Fodders 107.1 1.86 159.2 2.48 
Com 241.4 1.77 208.3 2.23 
Beef, Veal and Por1< 94.7 4.21 89.0 1.58 
Dairy Products 8.1 1.70 8.9 0.17 
Sugar and Products 156.6 8.67 189.0 9.31 
Hides and Skins 38.1 1.43 36.5 1.32 
Fruits Fresh and Processed 0.3 0.00 0.3 0.00 

 

Other Products   (1)   356.5 1 . 85   412. 0 2.02 
Total   $4, 006.7 2.93%    $ 4,133. 2 2.93% 

 
Source:    Complied by ERS using data from USDA, National Agricultural Service and 

U.S. Department of Commerce. Census Bureau. 
 

2013 State ex;port data statistics will be delayed until January 30, 2015 because of a 
late release for fann cash receipts. 

 
(1) Includes live animals. other meats, animal parts, eggs. wine,beer,other beverages, 

coffee, cocoa, hops, nursery crops, pet food,inedible materials,and prepared foods. 
Totals may not add due to rounding. 

 
 

 
2014 Crop Rank Among SU.tes 

 

North Dakota 
Ranks Crop Description 

North Dakota 
Produces 

 

1st  Flaxseed 
Canola 
Pinto Beans 
Durum Wheat 
Spring Wheat 
Navy Beans 
All Dry Edible Beans 
Honey Production 

87% 
75% 
56% 
48% 
44% 
38% 
29% 
22% 

 
Source'. North Dakota Agricultural Statistics August 2014 
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